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Check each applicable box below. (See instructions for further detall.)

All required eomponent units/funds/agencies of the local unil are included in the financial statements and/or discicsed In the:
raparting entity notes o the financial statements as hecessary.

There are no accurmulaled deficits in one or more of this unit's unreservad fund balancesfunrestricted net assets
(P.A. 275 of 1880) or the lacal unit has not exceeded its budget for expenditures.
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Audits of Local Units of Government In Michigan, as revised (gee Appendix H of Bulletin).

There are no Indications of defalcation, fraud or ambezzlement, which came to our attention during the courae of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from pravious years.
The audit opinlon is UNQUALIFIED.

The local unit has complied with GASB 34 or GASE 34 as modifted by MCGAA Statement #7 and other generally
accepted accounting principles (GAAF).

The board or council approves all invoices prior to payment as required by charter or statute,
To our knowledge, bank reconciliations that were reviewed were performed timely.

If & local unit of goverrimant {authorities and commisslons included) is operating within the boundaries of the audited entity and Is not
_included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
descrlption{s) of the authority and/or commisslon.
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W/HARRAR &
REEZE PC Certified Public Accountants

Independent Auditors’ Report

To The President and Village Council
Village of Marion, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the Village of Marion, Michigan, as of and for the year ended February 28, 2008, which
collectively comprise the Village's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of Village of Marion, Michigan’s management. Our responsibility is to express
opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the Village of Marion,
Michigan, as of February 28, 2006, and the respective changes in financial position and, where applicable, cash
flows thereof for the year then ended, in conformity with accounting principles generally accepted in the United
States of America.

The management’s discussion and analysis information on pages ii through x and budgetary comparison
information on pages 36 and 37 are not a required part of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally of inquires of management regarding the methods
of measurement and presentation of the required supplementary information. However, we did not audit the
information and express ho opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Village of Marion, Michigan’s basic financial statements. The introductory section, combining and
individual nonmajor fund financial statements are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The combining and individual nonmajor fund financial statements
have been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a whole.
The introductory section has not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we express no opinion on it.

Uloon | Share r 7~ L Pc.

Wilson, Sharrar & Freeze, P.C.

August 30, 2006

P.O. Box 444 B 5201 S. Mission B Mt. Pleasant, Michigan 48804-0444 B (989) 773-6449 B Fax {983) 773-4922
P.O Box 788 B 426 N. First Street B Suite 102 B Harrisen, Michigan 48625 B (989) 539-2620



VILLAGE OF MARION

MANAGEMENT'S DISCUSSION AND ANALYSI

FOR YEAR ENDED FEBRUARY 28, 2006

The management of the Village of Marion, Michigan (“Village”) offers this narrative overview and analysis of the
financial activities of the Village for the fiscal year ended February 28, 2006 for the benefit of the readers of these
financial statements. This management’s discussion and analysis is intended to assist the reader in focusing on
significant financial issues and to provide an overview of the Village’s financial activity. We encourage readers
to consider the information presented here in conjunction with the financial statements as a whole, which can be
found in this report.

Financial Highlights

Government-Wide
* The assets of the Village exceeded its liabilities at the close of this fiscal year by $2,409,371 (shown as
Net Assets), representing an decrease of $132,975 over the previous fiscal year. Governmental Funds
had a decrease of $28,900 for the year, while Business-Type activities had an decrease of $104,075 of the
net decrease of $132,975.

Fund Level Financial Highlights
s As of February 28, 2006 the governmental funds of the Village of Marion reported combined ending fund
balances of $307,187 of which $241,322 is unreserved.

» The unreserved fund balance of the Village’s General Fund decreased this year to $137,693 or 36.9% of
total general fund expenditures.

Long-Term Debt
+ The Village of Marion’s total debt decreased by $68,848 during the fiscal year.

QOverview of the Financial Statements

The Village of Marion’s financial statements consist if three components: 1} government-wide financial
statements, 2} fund financial statements, and 3} notes to the financial statements. The report also contains other
supplementary information in addition to the basic financial statements themselves.

Government-Wide Financial Statements This report includes government-wide statements as required by GASB
Statement Number 34. The government-wide financial statements are designed to provide a broad overview of
the Village’s financial position. The Statement of Net Assets and the Statement of Activities are two new financial
statements that report information about the Village as a whole, and provide measurements of long-term trends.
They are presented using a method of accounting that is similar to a private-sector business.
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VILLAGE OF MARION

MANAGEMENT'’S DISCUSSION AND ANALYSIS

FOR YEAR ENDED FEBRUARY 28, 2006

The Statement of Net Assets (Pages 1-2) presents information on all of the Village's assets and liabilities, the
difference between the two being reported as the Net Assets of the Village. Over time, increases or decreases in
net assets can serve as a useful indicator of whether the financial position of the Village is improving or
deteriorating. An increase in net assets would indicate an improvement in financial condition. On the other
hand, a consistent decrease over time in net assets may indicate a decline in the financial health of an
organization.

The Statement of Activities {page 3} gives the information on the revenues and expenses causing the underlying
change in the government’s net assets during the most recent fiscal year. All changes in net assets are reported
as soon as the change occurs, regardless of the timing of related cash flows.

Both of these statements distinguish functions of the Village that are principally supported by property taxes and
intergovernmental revenues (governmental activities) from other functions that are intended to recover all or
most of their costs through user fees and charges(business-type activities). Governmental activities of the
Village include general government, public safety, major and local streets, public works, culture and recreation.
Business-Type activities of the Village include water and sewer utility services.

Focus on Funds

Traditional users of governmental financial statements will find the Fund Financial Statements presentation more
familiar. The focus has shifted, however, to Major Funds, rather that the previous focus on fund types. The
Village’s major Governmental Funds include the General Fund, Major Street Fund, Local Street Fund and the
2002 General Obligation Unlimited Tax Bonds Debt Retirement Fund. The major Proprietary Funds include the
Water and Sewer Funds. Presentation of major funds can be found on pages 4, 6 and 8 of this document.

A fund is grouping of related accounts that is used to maintain control over resources that have been segregated
for specific activities or objectives. Each fund is operated similar to a completely separate entity, with its own
set of balancing accounts. The Village of Marion uses fund accounting to ensure compliance with finance-
related legal requirements. There are three basic types of funds: governmental funds, proprietary funds, and
fiduciary funds.

Governmental Funds Many of the Village's basic services are reported in the governmental funds.
Governmental funds account for essentially the same functions as governmental activities in the government-
wide financial statements. However, unlike the government-wide financial statements, governmental fund
financial statements focus on near-term inflows and outflows of spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year. This is known as the modified accrual system of
accounting. Under this reporting system, capital items, debt payments and certain other items are treated
differently than on the government-wide statements. These items are recorded in the governmental fund
statements on the Statement of Revenues, Expenditures and Changes in fund Balance as an expenditure. No
depreciation is recorded on capital items. The balance sheet for governmental funds does not include any
capital items or long-term debt. Governmental funds of the Village include the General Fund, Special Revenue
Funds, Debt Retirement Fund and Capital Project Funds.
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VILLAGE OF MARION

MANAGEMENT'’S DISCUSSION AND ANALYSIS

FOR YEAR ENDED FEBRUARY 28, 2006

Proprietary Funds Proprietary funds account for services for which the Village charges its customers for the
services they are provided. These charges are to external customers. There are two types of proprietary funds:

» Enterprise funds are used to report business like activities of the Village. These activities intend to
recover the full cost of the services through the fee charges to the customers. The Village has two
enterprise funds, which are the Water Fund and Sewer Fund.

Fiduciary Funds Fiduciary funds are used to account for resources held for the benefit of parties outside
government. The Village of Marion has no fiduciary funds.

Notes to the Financial Statements

The Notes to the Basic Financial Statements provide additional information that is essential to a complete
understanding of the information provided in both the government-wide and the fund financial statements. The
notes can be found beginning on page 13 of this report.

Other Information

In addition to the basic financial statements and accompanying notes, this report further presents Required
Supplementary Information (RSI) that explains and supports the information presented in the financial
statements. This information can be found heginning on page 36 of this report.

Government-Wide Financial Analysis

The Statement of Net Assets is the first statement in the Government-Wide Financial Statements section of this
document. This statement is useful for providing an indicator of the Village’s financial position over time. The
Net Assets of the Village are $2,408,371 at February 28, 2006 meaning that the Village's assets were greater than
its liabilities by this amount.
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VILLAGE OF MARION

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR YEAR ENDED FEBRUARY 28, 2006

Village of Marion

Net Assets

{amounts expressed In thousands)

Governmental Business-Type Total Primary
Activines Activities Government
2006 2005 2006 2005 2006 2005
Current and other assets 389 451 155 170 544 621
Capital Assets 793 811 2,789 2,878 3.582 3.689
Total Assets 1,182 1,262 2,944 3,048 4,126 4,310
Long-term liabilities 1,648 1,693 - - 1,648 1,693
Other liabilities &7 73 1 1 [53:] 74
Total Liabilities 1,715 1.766 1 1 1,716 1,767
Net Assets
Invested in capital assets
net of related debt 793 811 2,789 2,878 3,582 3,689
Restricted for Debt Services 66 64 - - 66 64
Unrestricted (1,393) (1.380) 154 169 (1.239) (1,211)
Total Net Asserts (534) (505) 2.943 3,047 2.409 2.542

The most significant portion of the Village's Net Assets is the investment in capital assets (e.g. land, buildings,
equipment, infrastructure, and others), less any related debt that is outstanding that the Village used to acquire
or construct the asset. The Village has $(1,238,354) in unrestricted Net Assets. The negative unprestricted Net
Assets is the result of $1,648,383 of bonds payable that will be maturing over the next 28 years.

The total net assets of the Village decreased $132,975 in this fiscal year. The following table illustrates and
summarizes the resuits of the changes in the Net Assets for the Village. The condensed information was derived

from the government-wide Statement of Activities.



VILLAGE OF MARION

MANAGEMENT’'S DISCUSSION AND ANALYSIS

FOR YEAR ENDED FEBRUARY 28, 2006

Village of Marion

Changes in Net Assets
{amounts expressed In thousands)

Activities Activities Govemment
Revenues 2006 2005 2006 2005 2006 2005
Program Revenues
Charges for Services 36 35 161 164 197 199
Capital Grands and Contributions - - - 1,857 - 1,857
General Revenue
Property Taxes 211 202 - - 211 202
State Shared Revenue 205 211 - - 205 211
Unrestricted Invesment Eamings 6 6 Lo} 3 6 9
Other 51 53 - - 51 53
Total Revenues 509 507 161 2,024 670 2.531
Expenses
Legislative 22 21 - - 22 21
General Govemment 101 95 - - 101 95
Public Safety 58 59 - - 58 59
Planning Commission 1 1 - - 1 1
Public Works 239 289 - - 239 289
Recreation and Culture 21 21 - - 21 21
Other Functions 58 47 - - 58 47
Water and Sewer - - 265 256 265 256
Debt Service Interest 39 46 - - 39 46
Total Expense 539 579 265 256 804 835
Increase (IDecrease) in WNet Assets -29 =72 (104) 1,768 (133) 1.695
Beginning Net Assets -505 -432 3,047 1,279 2.542 847
Ending WNet Assets -534 -505 2.943 3,047 2,409 2,542
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VILLAGE OF MARION

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR YEAR ENDED FEBRUARY 28, 2006

Governmental Activities
The following chart details the revenue sources for the governmental activities of the Village for the fiscal year
ended February 28, 2006.

Revenues-Governmental Activities
Fiscal Year Ended February 28, 2006

B Other,
40,899 , 8%
& State Shared
Revenue,
O interest and 205,163,
41%

Rents, 6,401
1% \

B State Shared Revenue
B Charges for Services

O Property Taxes
Olnterest and Rents
W Other
3 Property @ Charges for
Taxes, Services,
211,497, 36,053, 7%
43%

The most significant portion of the revenue for all governmental activities of the Village of Marion comes from
Property Taxes (43%). The Village’s operating millage for 2006 was 12.4154 mills.

State shared revenue is collected by the State of Michigan and distributed to local governments by formula
allocation of portions of the State sales tax and motor fuel and weight taxes. In 2006 the amount of the state
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VILLAGE OF MARION

MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR YEAR ENDED FEBRUARY 28, 2006

shared revenue received by the Village decreased representing declining sales tax collections and discretionary
reductions by the State in revenue sharing payment’s.

The Village’s governmental activities expenses are dominated by the Public Works expenses that total 44% of the
total expenses. The Village spent $293,101 in fiscal year 2006 on Public Works. General Government
represented the next largest expense at $101,090 or 19% of total expenses within the governmental activities.

Business-Type Activities
These activities accounted for a decrease of $104,075 in the Village's Net Assets.

The Business-Type activities of the Village include the Water Fund and Server Fund which provide water and
sewer utility services to Village residents as well as commercial customers.

Financial Analysis of the Government’s Funds

Governmental Acfivities At the completion of the Village's fiscal year ended February 28, 2006 its governmental
funds reported fund balances of $307,187. Of this amount, $241,322 , or 78.6% is unreserved. Of this amount
$95,214 of unreserved and undesignated fund balance exists in the Village's Major and Local Street funds.
$65,865 of the remaining fund balance of the governmental funds is reserved for specific purposes and is
therefore not available for new appropriation.

General Fund - The General Fund is the main operating fund of the Village. The General Fund decreased its fund
balance in this fiscal year by $99,602, bringing the balance to $137,693. The General Fund’s only major functions
that ended the year with expenditures above appropriated amounts were Buildings and Grounds and Community
Promotions. Property tax revenues in the General Fund increased $1,989 in 2006, an increase of 1.5%.

Major Street Fund — The fund balance of the Major Street ended the year at $55,723. This was an increase of
$4,738 from the previous year.

Local Street Fund - The fund balance of this fund is at $39,491, an increase of $34,646, during this fiscal year,
The General Fund transferred $30,000 and the Major Street Fund $16,196 to the Local Street Fund to assist with
future local street construction projects.

Water Supply System ~ the Water Supply System ended this fiscal year with $74,894 in unrestricted net assets.

The total operating revenues of the fund decreased from $121,617 in FY2005 to $117,328 in 2006. The net assets
of the fund decreased by $51,592 mainly due to annual depreciation of $54,847.

viii
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MANAGEMENT'’S DISCUSSION AND ANALYSIS

Sewage Disposal System — The Sewage Disposal System ended this fiscal year with $79,351 in unrestricted net
assets. The total operating revenues decreased from $46,732 in FY2005 to $43,540 in 2006. The net assets of the

VILLAGE OF MARION

FOR YEAR ENDED FEBRUARY 28, 2006

fund decreased $37,604. This is primarily attributable to depreciation of $45,142.

Capital Asset and Debt Administration

Capital Assets. The Village's investment in capital assets for the governmentai and business-type activities as of
February 28, 2006 amounted to $3,581,860 (net of accumulated depreciation).
include any items purchased that cost in excess of $1,000 and have an expected useful life of over one year. The

Village has invested in a broad range of capital assets, as detailed below:

Land and Land Improvements
Infrastructure

Building

Machinery and Equipment
Vehicles

Subtotal

Accnmulated Depreciation
Net Capital Asserts

Village of Marion

Capital Assets as of February 28, 2006

(amounts expressed In thousands)

Capital assets of the Village

Governmental Business-Type Total Primary
Activities Activities Government
2006 2005 2006 2005 2006 2005
242 228 38 38 280 266
623 623 3,911 3,906 4,534 4,529
297 297 20 20 317 317
198 182 80 73 278 255
85 85 - - 8sS 85
1,445 1,415 4,049 4,037 5,494 5.452
(652) (603) (1,260) (1,160) {1,912) (1,763)
793 B12 2,789 2,877 3=582 3,689

Major capital asset events during the fiscal year ended February 28, 20086 including the following:

s Purchase of real estate for $14,473, a snow blower for $11,430.

+ Office equipment for $2,033, utility billing software and additional storm sewer construction work totaling

$10,792.

Additional information regarding the Village's capital assets can be found in the Notes to Financial Statements

section on pages 23-27.
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VILLAGE OF MARION

MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR YEAR ENDED FEBRUARY 28, 2006

Long Term Debt — As of February 28, 2006, the Village had total bonded debt outstanding of $1,693,383. 6 mills
1 will be levied to generate the revenue necessary to pay bond principal and interest.

Village of Marion Outstanding Debt
General Obligation and Revenue Bonds
' as of February 28, 2006

Governmental Business-Type  Total Primary
t Activities Activities Government

" General Obligation Bonds $ 1693383 % - $ 1,683,383

More information on the Village’s long-term debt is available in the Notes to Financial Statements section of this
document , on pages 30-32.

=« Contacting the Village’s Finance Department

= This financial report is designed to provide the wide variety of Village’s use of this document with a general
overview of the Village’s finances and demonstrate the Village's accountability for the money entrusted to it. If

“* you have any questions regarding this report or need addition financial information, please direct your request to
- the Village of Marion, Village Clerk, 118 E, Main St., Marion, Michigan 49665 or call us at (231) 743-6801.



VILLAGE OF MARION, MICHIGAN
Government Wide Statement of Net Assets
February 28, 2006

Primary Government

GOVERNMENTAL BUSINESS-TYPE COMPONENT
ACTIVITIES ACTIVITES TOTAL UNITS
ASSETS
Cash $ 261883 § 155,302 3§ 417195 § 380,352
Receivables 126,832 - 126,832 16,345
TOTAL CURRENT ASSETS $ 388,725 3 155,302  § 544027 $§ 396,697
CAPITAL ASSETS
Capital Assets $ 1444814 § 4048374 3 5493188 §$ 1,503,328
Less Accumulated Depreciation (651,639) {1,259,689) (1.911,328) (693,126)
TOTAL CAPITAL ASSETS 3 793,175 % 2,788685 $ 3,581,860 810,202
TOTAL ASSETS $ 1,181,900 § 2943987 § 4125887 $ 1,206,899
LIABILITIES AND NET ASSETS
LIABILITIES
CURRENT LIABILITIES
Accounts Payable % 4543 § 97 % 5450 % 2,986
Customer Deposit Payable - 150 150 -
Payroll Taxes and
Retirement Payable 19 - 19 -
Accured Interest Payable 17,514 - 17,514 1,767
Current Portion of Non
Current Liabilities 45,000 - 45,000 20,070
TOTAL CURRENT LIABILITIES $ 67,076 $ 1,057 § 68,133 § 24,823
NON CURRENT LIABILITIES
Bonds Payable % 1,693,383 § - % 1693383 3 -
Capitalized Lease Payable - - - 4,070
Team Loan Payable - - - 64,001
Less Current Portion of
Non Current Liabilities (45,000) - (45,000) (20,070)
TOTAL NON CURRENT LIABILITIES § 1648383 § - § 1648383 § 48,001
TOTAL LIABILITIES $ 1,715,459 § 1057 $§ 1716516 $ 72,824

The Notes To These Financial Statements Are An Integral Part Of This Statement.
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VILLAGE OF MARION, MICHIGAN
Government Wide Statement of Net Assets
Febhruary 28, 2006

Primary Government
GOVERNMENTAL BUSINESS-TYPE COMPONENT
ACTIVITIES ACTIVITES TOTAL UNITS
NET ASSETS
Invested In Capital Assets
Net Of Related Debt $ 793,175 $ 2,788,685 $ 3,581,860 $ 810,202
Restricted For:
Debt Service 65,865 - 65,865 -
Unrestricted {1,392,599) 154,245 (1,238,354) 323,873
TOTAL NET ASSETS 3 (633,5959) § 2942930 $ 2,409,371 $ 1,134,075
TOTAL LIABILITIES AND NET ASSETS § 1,181,800 % 2943987 $ 4125887 $ 1,206,899

The Notes To These Financial Statements Are An Integral Part Of This Statement.
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VILLAGE OF MARION, MICHIGAN
Reconciliation of Balance Sheet of Governmental Funds to the

Statement of Net Assets
February 28, 2006

Total Governmental Fund Balances

Amounts Reported For governmental Activities

In The Statement of Net Assets Are
Different Because:

Capital Assets Used In Governmental Activities
Are Not Financial Resources And Not Reported

In The Funds
Cost Of Capital Assets
Accumulated Depreciaton

Long-term Receivables Not Collectible
In The Current Period Are Not
Reported In The Funds

Accured Interest Receivable On The
Long Term Receivables Are Not
Reported In The Funds

Long-Term Liabilities Are Not Due And
Payable In The Current Period And Are
Not Reported In The Fund

Accured Interest Payable On Long-Term Debt
Is Not Reported In The Funds

Net Assets of Governmental Activites

$ 1,444,814

(651,639)

$ 307,187

793,175

76,033

943

{1,693,383)

(17,514)
$ (633559)

The Notes to the Financial Statements are an Integral Part of this Statement



VILLAGE OF MARION, MICHIGAN

Governmental Funds Statements of Revenues, Expenditures and Changes in Fund Balances

REVENLES

Taxes

Siate Grants
Charges for Services
Fines and Forfeits
interest and Rents
Other Revenue

Tota Revenues

EXPENDITURES

Legislative
General Government
Public Salety
Planning Commission
Public Works
Recreation and Culture
Other Functions
Cebt Sarvice

Principal
Interest and Fiscal Charges

Total Expenditures

Excess (Deficiency of Revenues
Over Expenditures

OTHER FINANCIN URCE ES
Operating Transfers In
Operating Transfers Out
Operating Transfers to Component Units

Total Other Financing Sources (Uses)
Excess of Revenues and Other Sources
QOver (Under) Expenditures and

Other Uses

Fund Balance- Beginning of Year

Fund Balance- End of Year

The Notes to the Financial Statements are an Integral Part of this Statement.

Year Ended February 28, 2006

General Street Street Bonds Debt Governmental Governmental
Fund Fund Fund Retirement Fund Funds Funds
135,637 ] - 5 - 75,960 - ] 211,497
116,509 64,888 23,786 - - 205,163
36,053 - - - - 36,053
20 - - - 20
3,082 593 228 2,437 81 8,401
40,879 - - - - 40,879
332,080 3 65,481 3 23,994 78,387 61 ] 500,013
21,882 3 - 3 - - - 3 21,882
112,873 - - a4 - 112,957
57,831 - - - - 57,831
900 - - - - 900
101,991 44,347 35,344 - - 181,682
19,454 - - - - 19,454
58,287 - - - - 58,287
- - - 45,000 - 45,000
- - - 42,904 - 42,904
373,218 3 44,347 3 35,344 87,988 - 3 540,897
(41,138} § 21,134 & (11,350) (9,591} 61 % {40,884)
1,100 3 - ] 46,196 11,500 - 3 58,796
(30,000) (16,396) (200} - - (48,596)
(29,564) - - - - (29,564)
(58,464) $ (16,386} $ 45,996 11,500 - $ {17,364)
(99,602} § 4,738 $ 34,646 1,909 81 $ {58,248)
237,295 50,985 4,845 63,956 8,354 365,435
137,693 3 55,723 3 39,491 65,865 9,415 3 307 187
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VILLAGE OF MARION, MICHIGAN
Reconciliation Of The Statement Of Revenues, Expenditures And Changes In
Fund Balances Of Governmental Funds To The Statements Of Activities
Year Ended February 28, 2006

Net Change In Fund Balances Total Governmental Funds $ (58,248)

Amounts Reported For Governmental Activities
Are Different Because:

Govermental Funds Report Capital Outlays As
Expenditures; In The Statement
Of Activities, These Cost Are Allocated
Over Their Estimated Useful Lives As
Depreciation

Depreciation Expenses $ (51,252)
Capital Outlay 33,210 (18,042)

Repayments Of Bond Principal Is An Expenditure
In The Governmental Funds, But Not In The
Statement Of Activities 45,000

Accured Interest On Bonds Is Recorded In The
Statement Of Activities When Incurred; It
Is Not Recorded In The Governmental Funds

Until it Is Paid
Accured Interest - Beginning Of Year 21,737
Accured Interest - End Of Year (17,514) 4,223

Receipt Of Principal On Long-Term Receivables
Is Recorded As Revenue In The Governmental
Funds, It Is Recorded As A Reduction In Receiables
On The Statement Of Activities (1,811)

Accured Interest Receivable On Long-Term Receivables
ts Not Recorded in The Governmental Funds But

Is In The Statement Of Activities (22)
Change in Net Assets Of Governmental Activities $ (28.900)

The Notes to the Financial Statements are an Integral Part of this Statement

.7-



VILLAGE OF MARION, MICHIGAN
Proprietary Funds Statement of Net Assets
February 28, 2006

Major Funds

Water Sewage
Supply Disposal Totals
Assets
Current Assets
Cash $ 75798 § 79504 $ 155,302
Total Current Assets § 75798 5 79504 § 155302
Capital Assets
Land and Land Improvements $ 17550 $ 20138 $ 37,688
Building - 20,000 20,000
Machinery and Equipment 54,286 25,895 80,181
Water Systems 2,227,214 - 2,227,214
Sewer Systems - 1,683,291 1,683,291
Less Accumulated Depreciation {338,897) (920,792) {1,259,689)
Net Capital Assets $ 1,960,153 § 828,532 $ 2,788,685
Total Assets $2035951 § 908,036 § 2,943,987
Libitities
Account Payable 754 133 907
Customer Deposits Payabie 150 - 150
Total Liabilities $ 904 § 153 3§ 1,057
Net Assets
Invested in Capital Assets $1960,153 § 828532 § 2,788,685
Net of Related Debt 74,894 79,351 154,245
Unrestricted
$2,035047 § 907,883 § 2,942,930

Total Net Assets

The Notes to the Financial Statements are an Integral Part of this Statement




VILLAGE OF MARION, MICHIGAN
Proprietary Funds Statement of Revenues, Expenses and Changes In Fund Net Assets
Year Ended February, 28, 2006

Operating Revenues
Charges for Services

Qperating Expenses

Personal Services

Employee Benefits
Administrative Services
Contractual Services

Office Supplies and Expense
Operating Supplies and Expense
Heat, Light and Power
Depreciation

Rentals

Total Operating Expenses

Operating Income ( Loss)

Nonoperating_ Revenues (Expenses)

Interest
Rentals
Assessments in Lieu of Property Taxes
Total Nongperating Revenues {Expenses)
Income {Loss) Before Contributions
Transfers (Out)
Change In Net Assets

Net Assets- Beginning of Year

Net Assets- End of Year

The Notes to the Financial Statements are an Integral Part of this Statement

Major Funds
Water Sewage
Supply Disposal Totals
$ 117328 § 43540 § 160,868
$ 12872 § 12043 & 24915
7177 6,169 13,346
6,000 10,000 16,000
30,761 - 30,761
249 670 919
28,009 13,256 41,265
4,657 1,972 6,629
54,847 45,142 99,989
3,020 12,036 15,056
$ 147592 § 101,288 § 248,880
$ (30,264) $ (57,748) $ (88,012)
$ 499 % -9 499
{4,362) - (4.362)
3 (3,863) % - % {3,863)
§ (34127) $ (57,748) $ (91,875)
{(11,700) (500) {12,200)
$ (45827) & (58,248) & (104,075)
2,080,874 966,131 3,047,005
$ 2035047 § 907,883 § 2,942,930




VILLAGE OF MARION, MICHIGAN
Proprietary Funds Statement Cash Flows
Year Ended February 28, 2006

Major Funds
Water Sewage
Supply Disposal Totals
Cash Flows From Operating Activities
Receipts From Customers $ 117,306 $ 43540 § 160,846
Other Revenues 22 - 22
Payments To Suppliers (70,908) {22,072) {92,980)
Payments To Employees (12,872) {12,043) {24,915)
Payments To Other Funds {9,020) {22,036) (31,056)
Net Cash Provided {(Used) By
Operating Activities $ 24528 & (12611) & 11,917
Cash Flows From Non-Capital Financing Activites
Operating Transfers To Other Funds $ (16,062) § (500) $ (16,562)
Net Cash Provided (Used) By
Non-Capital Financing Activities $ (16,062) § (500) $ (16,562)
Cash Flows From Capital and Related Financing Actlivities
Purchase Of Capital Assets $§ (3255) § (7,538) § (10,793)
Net Cash Provided {Used) By
Capital And Related Financing Activities $ (3255 $ (7,538) % (10,793)
Cash Flows From Investing Activities
Interest 3 499 % - 5 499
Net Increase {Decrease) In
Cash and Cash Equivalents $ 5710 § (20,649) $ (14,939)
Cash and Cash Equivalents
Beginning Of Year 70,088 100,153 170,241
Cash and Cash Equivalents
End Of Year $ 75798 § 79504 § 155,302
Reconciliation Of Operating Income (Loss)
To Net Cash Provided (Used) By
Operating Activities
Operating Income (Loss) $ (30,264) $ (57,748) & (88,012)
Adjustments To Reconcile Operating Income (Loss)
To Net Cash Provided By Operating Activities
Depreciation Expense 54,847 45,142 99,989
Changes In Assets and Liabilities:
Increase {Decrease) In
Accounts Payable (55) {5) (60)
Net Cash Provided By
Operating Activities $ 24528 % (12.611) § 11,917

The Notes to the Financial Statements are an Integrai Part of this Statement
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Assets
Cash
Accounts Receivable

Total Current Assets

Capital Assets
Less Depreciation

Net Capital Assets

Total Assets

Libilities
Accounts Payable
Accured Interest
Total Current Liabilities
Noncurrent Liabilities
Due Within One Year
Due In Mare Than One Year

TOTAL LIABILITIES

Nel Assets
Invested In Capital Assets-Net
Of Related Debt
Unrestricted

Total Net Assets

VILLAGE OF MARION, MICHIGAN

Statement Of Net Asset — Component Units
February 28, 2006

Marion Downtown Marion Total
Community Development Public Component
Fire Dept. Authority Library Units

5 53516 § 68,859 257977 % 380,352
14,957 - 1,388 16,345

$ 68,473 & 68,859 259,365 § 396,697
5 874516 § 296,497 332,315 § 1,503,328
{449,572) (53,875) (189,679) (693,126)

3 424944  § 242,622 142636 $ 810,202
3 493,417 % 311,481 402,001 % 1,206,899
5 2696 % - 200 % 2,986
74 1,693 0 1,767

5 2,770 $ 1,693 290 § 4,753
4,070 16,000 - 20,070

- 48,001 48,001

$ 6,840 % 65,694 290 & 72,824
3 420874 % 178,621 142,636 § 742,131
65,703 67,166 259,075 391,944

3 486,577 % 245,787 401,711 % 1,134,075

The Notes to the Financial Statements are an Integral Part of this Statement

-11 -
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VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements
February 28, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Village of Marion, Michigan, was incorporated in 1889. The Village is a general law Village and has
adopted Act 3 of 1895 of the State of Michigan as its charter. The Village operates under a council/president
form of government and provides the following services as authorized by its charter: Public safety (police
and fire), highways and streets, sanitation, health, culture-reaction, public improvements and general
administrative services. In addition the Village operates water and sewer enterprise funds.

The accounting policies of the Local Governmental Unit conform to accounting principles generally
accepted in the United States of America (GAAP) as applicable to governmental units. The following is a
summary of the significant accounting policies used by the Local Governmental Unit:

A. Reporting Entity
The accompanying financial statements present the government and its component units, entities for which
the government is consider to be financially accountable. Each discretely presented component unit is

reported in a separate column in the government-wide financial statements to emphasize that it is legally
separate from the government.

Brief Description of Activities

Discretely Presented Component Units and Relationships to Village

Marion Community Fire Department Provide fire protection to Village and surrounding
participating townships. Village contributes to cost of
operation.

Downtown Development Authority Receive property tax revenues from the Village and Marion

Township and use those monies to promote economic
growth and increase property tax valuation within the
business district.

Marion Public Library Maintain Community Library for use by Village and
participating township residents. The Village levies one mill
for operation of the library.

B. Government- wide and Fund Financial Statements

During fiscal year 2005, the Village adopted GASB Statement No. 34, Basic Financial Statements and
Management’s Discussion and Analysis - for State and Local Governmenis, as amended by GASB
Statements No. 37 and No. 38 and applied those statements on a retroactive basis. GASB statement No.34
establishes standards for external financial reporting for state and local governments and requires that
resources be classified for accounting and reporting purposes into the following three net asset categories.

13-



VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-Continued

Invested In Capital assets, net of related debt consists of capital assets, net of accumulated depreciation
and reduced by outstanding balances for bonds, notes, and other debt that are attributed to the acquisition,
construction, or improvement of those assets.

Restricted net assels result when constraints placed on net asset used are either externally imposed by
creditors, grantors, and contributors, or imposed by law through constitutional provisions or enabling
legislation.

Unrestricted net assets consist of net assets which do not meet the definition of the two preceding
categories. Unrestricted net assets are often designated, to indicate that management does not consider
them to be available for general operations. Unrestricted net assets often have constraints on resources
which are imposed by management, but can be modified or removed.

The government-wide financial statements (i.e., the statement of net assets and the staternent of changes in
net assets) report information on all of the non-fiduciary activities of the primary government and its
component units. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on fees
and charges for support. Likewise, the primary government is reported separately from certain legally
separate component units for which the primary government is financially responsible.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

The government-wide focus is more on the sustainability of the Village as an entity and the change in
aggregate financial position resulting from the activities of the fiscal period. The fund financial statements
are similar to the financial statements presented in the previous financial reporting model.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds,
even though the latter are excluded from government-wide financial statements. Major individual
governmental funds and major enterprise funds are reported as separate columns in the fund financial
statements.

C. Measurement Focus, Basis of Accounting and Basis of Presentation
1.Basic Financial Statements
The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of timing of related cash flows. Property taxes are recognized as revenues in the year for
which they are levied.

-Continued-
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VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES-Continued

Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by
the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or saon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available if they are collected within 60 days
of the end of the current fiscal period. Expenditures generally are recorded when a liability is incurred,
as under accrual accounting. However, debt services expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. Sales taxes collected and held by the state at year end on behalf of the government are also
recognized as revenue. All ather revenue items are considered to be measurabie and available only
when cash is received by the government.

The accounts of the Village are organized on the basis of funds and account groups. A fund is an
A independent fiscal and accounting entity with a self-balancing set of accounts. Fund accounting
segregates funds according to their intended purpose and is used to aid management in demonstrating
compliance with finance-related legal and contractual provisions. The minimum numbers of funds are
maintained consistent with legal and managerial requirements. Account groups are a reporting device
to account for certain assets and liabilities of the governmental funds not recorded directly in those

- funds.

- The Village of Marion reports the following major governmental funds:

i
The General Fund is the government’s primary operating fund. It accounts for all financial resources of

- the general government, except those required to be accounted for in another fund.

aly
The Major Street Fund is used to account for the financial activity of the streets designated by the State

v of Michigan as major thoroaughfares and for the maintenance contract of the state trunklines.

- The Local Street Fund receives all local street money paid to the city by the State, accounts for all
construction, maintenance, traffic services, and snow and ice control on all streets classified as local.

a— The Debt Service Fund is used to account for the accumulation of resources for, and the payment of
general obligation bond principal and interest and related costs.

- The Village of Marion reports the following major proprietary funds:

- The Water Fund records financial activity of the water system which provides water to customers.

st The Sewer Fund records financial activity of the sewage disposal services to its customers.

""" -Continued-
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VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-Continued

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and preoprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental Accounting
Standards Board. Governments also have the option of following subsequent private-sector guidance
for their business-type activities and enterprise funds, subject to this same limitation. The government
has elected not to follow subsequent private-sector guidance.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are payments-in-lieu of taxes and other charges between the
government’s water and sewer function and various other functions of the government. Elimination of
these charges would distort the direct costs and proegram revenues reported for the various functions
involved.

Amounts reported as program revenues include 1) charges to customers or applicants who purchase,
use, or directly benefit form goods, services, or privileges provided, 2) operating grants and
contributions, and 3) capital grants and contributions, including special assessments. Internally
dedicated resources are reported as general revenue rather than as program revenues. Likewise,
general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal engoing operations. The principal operating revenues of
the Water Fund and Sewer Fund are charges to customers for sales and services. Operating expenses
for enterprise funds include the cost of sales and services, administrative expenses, and depreciation cn
capital assets. All Revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the Village's policy to use the
restricted resources first, them unrestricted resources as they are needed.

2. New Accounting Standard Adopted

In fiscal year 2004 and 2005, the Village adopted GASB Statement No. 33, Accounting and Financial
reporting for Nonexchange Transactions, which requires recipients of resources from nonexchange
transactions to recognize revenues in the period when all eligibility requirements are met and the
resources are available. The effect of this standard on the Village's financial statements is that capital
contributions of $1,856,690 were recognized as revenues in 2005. Prior to the adoption of GASB 33,
such contributions were reported as contributed capital on the balance sheet.

B. Assets, Liabilities and Equity

1. Deposits and Investments

The Villages cash and cash equivalents are considered to be cash on hand, demand deposits
certificates of deposits, and short-term investments with original maturities of three months or less
form date of acquisition.

-Continued-
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VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-Continued

(I} The Village authorizes its treasurer to invest funds as follows:

a. In bonds, securities, and other obligations of the United States or an agency or instrumentality
of the United States.

b. In certificates of deposit, savings accounts, deposit accounts, or depository receipts of a
financial institution. Authorized depositories shall be designated by the Village council at the
council’s organizational meeting after each regular eiection of the board members.

c. In commercial paper rated at the time of purchase within the 2 highest classifications
established by not less than 2 standard rating services and that matures not more than 270
days after the date of purchase.

d. Inrepurchase agreements consisting of instruments listed in subdivision (a).
’ e. In bankers’ acceptances of United States banks.

f. In obligations of this state or any of its political subdivisions that at the time of purchase are
; rated as investment grade by not less than 1 standard rating service.

. g. Mutual funds registered under the investment company act of 1940, title | of chapter 686, 54
Stat. 789, 15 U.5.C. 80a-1 to 80a-3 and 80a-4 to 80a-64, with authority to purchase only
investment vehicles that are legal for direct investment by the Village. This authorization is
limited to securities whose intention is to maintain a net asset value of $1 per share.

n 2. Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of
interfund loans) or “advances to/from other funds” (i.e., the non-current portion of interfund loans).
- All other outstanding balances between funds are reported as “due to/from other funds.” Any
residual balances outstanding between the governmental activities and business-type activities are

- reported in the government-wide financial statements as “internal balances.”
- 3. Property Taxes
[

Property taxes attach as an enforceable lien on property as of March 1. Village taxes are levied July 1,
- and are due by August 15. The Village bills and collects it own property taxes. Village property tax
revenues are recognized when levied to the extent that they result in current receivables.

[ ]

— 4. Capital Assets

- Capital assets, which include property, plant, equipment, and infrastructure assets {e.g., roads,
bridges, sidewalks, and similar items), are reported in the applicable governmental or business-type

activities columns in the government-wide financial statements. Capital assets are defined by the

- government as assets with an initial, individual cost of more that $1,000 (amount not rounded) and an
estimated useful life in excess of two years. Such assets are recorded at historical cost or estimated

- fair market value at date of donation.

-Continued-
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VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-Continued

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized in proprietary funds as projects are
constructed. Interest incurred during the construction phase of proprietary fund fixed assets is
reflected in the capitalized value of the asset constructed, net of interest earned on the invested
process over the same period.

Property, plant and equipment are depreciated in the proprietary funds of the government using the
straight line method over the following estimated useful lives:

ASSETS YEARS
. Land Improvements 10-30
Buildings 20-50
| Roads 15-20
Water And Sewer Lines 20-50
‘ Equipment 7-15
. Computer Equipment 5
Vehicles 6-20
[
: 5. Compensated Absences
- The Village has a policy that does not permit employees to accumulate sick pay, bank overtime hours

or accumulate unused vacation benefits. At February 28, 2006 there were therefore no deferred

- compensated absences to be reflected in the financial statements.
= 6. Long-Term Obligations
-t
In the government-wide financial statements, and proprietary funds types in the fund financial
- statements, long-term debt and other long-term obligations are reported as liabilities in the
- applicable governmental activities, business-type activities, or proprietary fund type statement of net
assets.
7. Fund Equity
-
In the fund financial statements, governmental funds report reservations of fund balance for amount
- that are not available for appropriation or are legally restricted by outside parties for use for a specific
- purpose. Designations of fund balance represent tentative management plans that are subject to
change.
- -Continued-
-
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VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-Continued

8. Use of Estimates

The presentation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. Budget and Budgetary Accounting

Budgets are adopted on a basis consistent with generally accepted accounting principles. Annual
appropriated budgets are adopted for the general and special revenue funds. All annual appropriations
lapse at fiscal year-end.

The Village follows these procedures in establishing the budgetary data reflected in the financial
statements:

1.

Prior to February 28, the budget committee submits, to the Village Council, a proposed operating
budget for the fiscal year commencing the following March 1. The operating budget includes proposed
expendifures and the means of financing them.

Public hearings are conducted to obtain taxpayer comments.

Prior to February 28, the budget is legally enacted through passage of resolution. The budget is
adopted on an activity level.

All transfers of budget amounts between departments within any fund and any revisions that alter the
total expenditures of any fund must be approved by the Village Council. General Fund expenditures
may not legally exceed appropriations at the major function level. Expenditures in all other funds may
not exceed appropriations at the total fund level.

Budgets for the General and Special Revenues Funds are adopted on a basis consistent with generally
accepted accounting principles (GAAP). Budgeted amount s are as originally adopted, or as amended
by the Village Council from time to time throughout the year. The Village amended its budget on one
occasion during the current fiscal year.

Budget appropriations lapse at the end of the fiscal year for all funds.

. Encumbrance accounting, under which purchase orders, contract, and other commitments for the

expenditures of monies are recorded in order to reserve that portion of the applicable appropriation, is
not employed by the Village of Marion because it is, at present, not considered necessary to assure
effective budgetary control or to facilitate effective cash planning and control.

-Continued-

-19-



VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY-Continued

B. Funds with expenditures in excess of appropriations were as follows:

APPROPRIATIONS EXPENDITURES

Local Street Fund

Public Works $ 25500 % 35,344
2002 Debt Retirement Fund 87,928 87,988
Water Supply System

Operating Expenses 94,881 147,592
Sewage Disposal System

Operating Expenses 63,460 101,288

Marion Community
Fire Depariment
Expenditures 63,875 100,898

NOTE 3 - DEPOSITS AND INVESTMENTS

The Village’s deposits are all on deposit with Citizen’s Bank in Marion, Michigan and Fifth third Bank in
Cadillac, Michigan.

Investment rate risk. The Village will minimize Interest Rate Risk, which is the risk that the market value of
securities in the portfolio will fall due to changes in market interest rates, by; structuring the investment
portfolio so that securities mature to meet cash requirements for ongoing operations, thereby avoiding the
need to sell securities in the open market; and investing operating funds primarily in shorter-term
securities, liquid asset funds, money market mutual funds, or similar investing pools and limiting the
average maturity in accordance with the Village's cash requirement.

Foreign currency risk. The Village is not authorized to invest in investments, which have this type of risk.
Credit risk. The Village will minimize Custodial Credit Risk, which is the risk of loss due to the failure of the
security issuer or backer, by; limiting investments to the types of securities listed in the Village's

investment policy; and pre-qualifying the financial institutions, brokers/dealer, intermediaries and advisors
with which the Village will do business in accordance with the Village's investment policy.

-Continued-
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VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 3 — DEPOSITS AND INVESTMENTS-Continued

Concentration of credit risk. The village will minimize Concentration of Credit Risk, which is the risk of loss
attributed to the magnitude of the Village’s investment in a single issuer, by diversifying the investment
portfolio so that the impact of potential losses from any one type of security or issuer will be minimized.

Custodial credit risk — depasits. In the case of depasits, this is the risk that in the event of a bank failure,
the government’s deposits may not be returned to it. As of February 28, 2006, $217,046 of the government’s
bank balance of $417,046 was exposed to custodial credit risk because it was uninsured and
uncollateralized. As of February 28, 2006, $212,867 of the component unit's bank balance of $380,352 was
exposed to custodial credit risk because it was uninsured and uncollateralized.

Custodial credit risk — investments. For an investment, this is the risk that, in the event of the failure of the
counterparty, the government will not be able to recover the value of its investments or collateral securities
that are in the possession of an outside party. The Village’s investments are categorized to give an
indication of the level of risk assumed by the Village at year end. Category 1 includes investments that are
insured or registered, or securities held by the Village or the Village's agent in the Village’s name. Category
2 includes investments that are uninsured and unregistered with securities held by the counterparty’s trust
department or its agent in the Village's name. Category 3 includes investments that are uninsured and
unregistered, with the securities held by the counterparty, or by its trust department or its agent but not in
the Village’s name. At year end, the Village held no investments.

-Continued-
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NOTE 4 - RECEIVABLES

VILLAGE OF MARION, MICHIGAN

Notes To Financial Statements - Continued
February 28, 2006

Receivables as of year-end for the government’s individual major and nonmajor funds, and the internal
service and fiduciary funds in the aggregate, including the applicable allowances for uncollectible
accounts, are as follows:

Recievables
Accounts
Property Taxes
Other Governmental
Units
Marion Public School
Water Project
Less: Allowance For
Uncollectables

Net Receivables

Water Bond Nonmajor

Major Local and Payment and Other Component

General Street Street Sewer Fund Funds Total Units
$ - & - 8 - 8 - 3 -8 - 5 -8 -
17,587 - - - - - 17,587 -
19,332 8,595 4,342 - - - 32,269 16,345
- - - - 76,976 - 76,976 -
$36919 §$ 8595 § 4342 § - $76976 § - $126832 § 16,345

Because of the timing of the collection cycle for water and sewer billings and the strict turn-off policies for
non payment, the receivables for water and sewer service were immaterial at February 2006 and 2005,

-Continued-
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VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 5 — CAPITAL ASSETS

Capital asset activity of the primary government for the current year was as follows:

Beginning Ending
Balance Increases Decreases Balance

Governmental Activities

Capital Assets, Not Being Depreciated

Land $ 100,081 $14473 % - § 114554
Capital Assets Being Depreciated
Buildings $ 206688 % -3 - § 296688
Land Improvements 127,588 - - 127,588
Machinery and Equipment 182,540 18,737 3,050 198,227
Vehicles 85,127 - - 85,127
Paved Roads 575,462 - 575,462
Unpaved Roads 47 168 - - 47,168

Total Capital Assets Being Depreciated $1314573 §$18737 § 3050 § 1330260

Less Accumulated Depreciation For:

N Buildings $ 72847 5 6260 3 - 5 79107
Land Improvements 46,684 5,513 - 52197
i Machinery and Equipment 88,726 13,980 3,050 99,656
Vehicles 85,127 - - 85,127
- Paved Roads 203,982 22,355 . 316,337
- Unpaved Poads 16,071 3144 - 19,215
- Total Accumulated Depreciation $ 603437 $51252 § 3050 $ 651,630
||
Net Capital Assets Being Depreciated § 711136 $(32515) § - § 678621
- Total Governmental Activities,
- Net Of Depreciation $§ B11217  $(18042) § - 793175
[
[ ™)
[ ]
- -Continued-
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VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 5 — CAPITAL ASSETS-continued

Beginning Ending
Balance Increases Decreases Balance
Business - Type Activites
Sewer
Capital Assets, Not Being Depreciated
Land $ 20138 § - 3§ - § 20138
Capital Assets Being Depreciated
Buildings $ 20000 § - ¥ - § 20,000
Machinery and Equipment 22 639 3,256 - 25,895
Collection System 1,052,946 4282 - 1,057,228
Lift Station 113,672 - 113,672
Treatment System 512,391 - - 512,391
\ Total Capital Assets Being Depreciated §1721648 § 7538 § - § 1,729,186
Less Accumulated Depreciation For:
: Buildings $ 1400 § 400 § - 3 1,800
‘ Machinery and Equipment 18,279 1,540 - 19,819
. Collection System 543 674 21,080 - 564,754
Lift Station 76,390 4,337 - 80,727
Treatment System 235,907 17,785 - 253,692
- Total Accumulated Depreciation $ 875650 §45142 3§ - § 920,792
[}
Net Capital Assets Being Depreciated-Sewer  § 845998  §(37,604) 3 - § 808394
it
Net Sewer Capital Assets $ 866,136 §(37604) 3 - § B28532
diwd
-Continued-
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Notes To Financial Statements - Continued
February 28, 2006

NOTE 5 — CAPITAL ASSETS-continued

Beginning Ending
Balance Increases  Decreases Balance
Business - Type Activites-continued
Water
Capital Assets, Not Being Depreciated
Land $ 12150 % -3 - % 12150
Capital Assets Being Depreciated
Land Improvements § 5400 § -3 -3 5,400
Machinery and Equipment 51,031 3,255 - 54,286
Wells, Pumps and Pump House 247 674 - - 247 674
Mains and Connections 1,809,521 - - 1,809,521
Towers 126,875 - 126,875
Meters 43,144 - - 43144
Total Capital Assets Being Depreciated $ 2283645 § 3255 § - § 2286900
Less Accumulated Depreciation For:
Land Improvements § 180 § 360 3 - 3 540
Machinery and Equipment 27,625 9,429 - 33,054
Wells, Pumps and Pump House 130,892 7531 - 138,423
Mains and Cannections 28,197 36,191 - 84 388
Towers 76,651 3,820 80,471
Meters 20,505 1,516 - 22021
Total Accumulated Depreciation § 284050 § 54847 § - § 338897
Net Capital Assets Being Depreciated-Water $ 1999595 & (51592) § - § 1,948,003
Net Water Capital Assets $ 2011745 § (51592) § - § 1,960,153
Total Business- Type Activities-
Net Of Depreciatian $ 2877881 § (89,196) 3§ - § 27888685

Depreciation Expense Was Charged to Functions/Programs Of The Primary Government As Follows:

Governmental Activities:

General Government 3127

Public Safety 1,891

Public Works 15,597

Recreation and Culture 1,646

Major Streets 9,952

Local Streets 15,349
Total Depreciation-

Governemtat Activities 3 51252
Business-Type Activities

Sewer § 45142

Water b4 847

Total Depreciation Expenses-
Business-Type Activities $ 99989
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Notes To Financial Statements - Continued
February 28, 2006

NOTE 5 — CAPITAL ASSETS-continued

Beginning Ending
Balance Increases Balance
Discretely Presented Component Units
Fire Department
Capital Assets, Not Being Depreciated 3 - b
Capital Assets Being Depreciated
Buildings $ 3677 8 7319 40,996
Machinery And Equipment 346,800 37,411 384,271
Vehicles 449,249 - 449,249
Total Capital Assets Being Depreciated $§ 820726 § 44790 874,516
Less Accumulated Depreciation For:
Buildings $ 12181 % 980 13,171
Machinery And Equipment 135217 24,936 160,153
Vehicles 258,541 17,707 276,248
Total Accumulated Depreciation § 405939 § 43533 449 572
Net Capital Assets Being Depreciated § 423787 % 1157 424,944
Net Fire Department Capital Assets § 423787 § 1157 424 944
Downtown Development Authority
Capital Assets, Not Being Depreciated
Land § 74284 § 74,284
Capital Assets Being Depreciated
Buiidings $ 93861 § 27988 121,849
Land Improvements 93,133 - 93,133
Machinery And Eguipment 7231 7,231
Total Capital Assets Being Depreciated § 194225 § 27988 222213
Less Accumulated Depreciation For:
Buildings $ 946 § 2157 3103
Land Improvements 41,999 5117 47,118
Machinery And Equipment 3,193 463 3,656
Total Accumulated Depreciation § 46138 § 17%7 53,875
Net Capital Assets Being Depreciated $ 148087 § 20251 168,338
Net Downtown Development
Authority Capital Assets $ 2223711 % 20251 242622
-Continued-
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Notes To Financial Statements - Continued
February 28, 2006

NOTE 5 — CAPITAL ASSETS-continued

Beginning Ending
Balance Increases Balance
Discretely Presented Component Units-Continued
Library
Capital Assets Not Being Depreciated
Land § 13223 3 13,223
Capital Assets Being Depreciated
Buildings $ 140666 3 - 140,666
Land Improvements 8,751 10,731 19,482
Machinery And Equipment 49 455 3,215 52,670
Library Books 100,276 5,998 106,274
Total Capital Assets Being Depreciated $ 209148 § 19944 319,002
Less Accumulated Depreciation For:
Buildings § 52186 § 2814 55,000
Land Improvements 1,345 683 2,028
Machinery And Equipment 38,971 1,388 40,360
Library Books 86,901 5,390 92,291
Total Accumulated Depreciation $ 179403 § 10276 189,679
Net Capital Assets Being Depreciated § 119745 § 9668 128,413
Net Library Capital
Assets Being Depreciated § 132968 § 9,668 142,636
Total Discretely Present Component
Units, Net Of Depreciated § 779126 § 31,078 810,202

Depreciation Expenses Was Charged To Functions/Programs Of The Discretely

Presented Component Units As Follows:

Fire Department $ 43633
Downtown Development Authority 7,737
Library 10,276

Total Depreciation Expense-Discretely
Presented Component Units $ 61646
-Continued-

-7



VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 7 - INTERFUND RECEIVABLES, PAYABLES AND TRANFERS

The composition of interfund balances is as follows:

Interfund Interfunds
Receivables Payables
Due From's Due To's
Fund
General Fund
Major Street Fund $ - % 11
Local Street Fund - 2,687
Major Street Fund
General Fund 11 -
Local Street Fund
General Fund 2,687 -
$ 2,698 § 2,698
Transfers In Transfers Out
| Fund
General Fund
Maijor Street Fund $ 200 $ -
Local Street Fund 200 -
Water Supply System 200 30,000
Sewage Disposal System 500 -
Component Units:
. Marion Community Fire Dept - 5,506
Downtown Developent Authority - 24,058
h Major Street Fund
- General Fund - 200
Local Street Fund - 16,196
" Local Street Fund
General Fund - 200
- Maijor Street Fund 16,196 -
Water Bond Debt Retirement Fund
Water Supply System 11,500 -
v Water Supply System
General Fund 30,000 200
- Water Bond Debt Retirement Fund - 11,500
o Sewage Disposal System
General Fund - 500
Component Units
Marion Community Fire Dept
General Fund 5,506 -
Downtown Development Authority
General Fund 24,058
Totals $ 88,360 § 88,360
-Continued-
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VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 7 — LEASES

Capital Lease

On October 16, 2001 the Marion Community Fire Department acquired a 2001 International 4700 Cab and
Chassis under the provisions of a long-term lease. For financial reporting purposes minimum lease
payments relating to the asset have been capitalized. The property under capital lease has a cost of
$37,472.

The future minimum lease payments under capital lease and the net present value of the future minimum
lease payments at February 28, 2006 are as follows:

Total Minimum Lease Payments $ 4,171
Amount Representing Interest 101

Present Value of Net

Minimum Lease Payments 3 4,070
Current Portion 4,070
Long-Term Capital Lease Obligation 3 -

The annual minimum lease payments under the long-term capital lease existing at February 28, 2006 are:

February 28, 2007 3 4171

$ 4,171

Commercial Lease

On July 10, 2003 the Marion Downtown Development Authority (DDA} entered into an agreement with
Jenkins Oil Co. whereby the DDA would lease real estate to be used as a commercial parking lot. The
original term of the lease is for 20 years and will automatically renew for 10 successive 1 year terms unless
the DDA gives written notice not to renew after the original 20 year period. Rent for the initial 20 year term
is $19,500 based on a cost estimate for demolition of the building located on the real estate. Rent for
renewal periods is $1.00 per year. The DDA is responsible for all expenses for maintaining of the property
including rea! estate taxes, insurance, utilities, snow plowing and waste disposal. The DDA has an
exclusive right to purchase the leased real estate when the lessor desires to sell the property as set forth in
the agreement.

-Continued-
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VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 8 — CHANGES IN LONG TERM DEBT

The following is a summary of debt transactions of the Village of Marion for the year ended February 28,
2006.

Governmental Activities:

General
Obligation
Bonds
2002 General Unlimited Tax
Water Bonds
Debt Payable at February 28 2005 $ 1,738,383
New Debt Issued -
Debt Retired (45,000)
Debt Payable at February 28, 2006 $ 1,693,383
Component Units:
Marion Community Fire Dept
Fire Truck
Debt Payabie at February 28, 2005 $ 11,919
New Debt -
Debt Retired {(7,849)
Debt Payable at February 28, 2006 $ 4,070
Downtown Development Authority
Term Note-Fifth Third Bank
Debt Payable At February 28, 2005 $ 80,000
New Debt -
Debt Retired {15,999)
Debt Payable at February 28, 2006 3 64,001

Debt payable at February 28, 2005 is comprised of the following individual issues:

Governmental Activities
General Obligation

$1,783,383 2002 General Obligation Unlimited Tax Bonds due in
annual installments of $45,000 to 85,000 through April1, 2032; $ 1,693,383

interest at 2.5%

-Continued-
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Notes To Financial Statements - Continued
February 28, 2006

NOTE 8 - CHANGES IN LONG TERM DEBT-Continued

Component Units:

Marion Community Fire Dept
Fire Truck Capital Lease Due In
Semi annual Installments of $4171
Through April 16, 2006

Downtown Development Authority
Term Note Due In Semi-Annual
Payments of $8,000 Plus
) Interest At 7% Beginning
April 15, 2005 Through Maturity
At January 15, 2010.
New Debt

General
Obligation

Bonds

$

4,070

64,001

$

68,071

The annual debt service requirements to maturity for the above obligation is as follows:

Year Ending February 28, Principal Interest Total
- 2007 45000 41772 § 86,772
2008 45,000 40,647 85,647
- 2009 50,000 39,460 89,460
- 2010 50,000 38,210 88,210
2011 50,000 36,960 86,960
2012 50,000 35,710 85,710
2013 50,000 34,460 84,460
- 2014 55,000 33.147 88,147
2015 55,000 31,772 86,772
2016 55,000 30,397 85,397
.- 2017 60,000 28,960 88,960
2018 60,000 27,460 87,460
- Sub Totals 625,000 $ 418,955 § 1,043,955
-Continued-
i
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NOTE 8 —- CHANGES IN LONG TERM DEBT-continued

The annual debt service requirements to maturity for the above obligation is as follows:-continued

Year Ending February 28, Principal Interest Total

Balance Forward $ 625000 $ 418955 § 1,043,955
2019 60,000 25,960 85,960
2020 60,000 24,460 84,460
2021 65,000 22,897 87,897
2022 65,000 21,272 86,272
2023 65,000 19,647 84,647
2024 65,000 18,022 83,022
2025 65,000 16,397 81,397
2026 65,000 14,772 79,772
2027 75,000 13,022 88,022
2028 75,000 11,147 86,147
2029 80,000 9,210 89,210
2030 80,000 7,210 87,210
2031 80,000 5,210 85,210
2032 85,000 3,147 88,147
2033 83,383 1,042 84,425
Total $ 1,683,383 § 632,370 $ 2325753

The debt service requirements to maturity for the fire truck capital lease is as follows:

Year Ending February 28, Principal Interest Total
2007 $ 4070 § 101 § 4,171
$ 4070 $ 101  § 4,171

The debt services requirements to maturity for the term loan with Fifth Third Bank is as follows:

Year Ending February 28, Principal Interest Total

2007 3 16,000 § 4200 % 20,200
2008 16,000 3,080 19,080
2009 16,000 1,960 17.960
2010 16,000 840 16,840

5 64,000 3 10,080 § 74,080

-Continued-
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VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 9 — INTEREST INCOME AND INTEREST EXPENSE

Individual fund interest income and interest expense for the primary government for the year ended
February 28, 2006 were:

Interest Income Interest Expense
General Fund $ 1627 % -
Special Revenue Funds
Major Street Fund 593 -
Local Street Fund 228 -
Debt Service Fund
2002 General Obligation Unlimited
Tax Bonds Debt Retirement Fund 2,437 42,904
Capital Projects Fund
Industrial Complex Construction Fund 61
Enterprise Fund
Water Supply System 499
Sewage Disposal -
3 5445 % 42,904

Iinterest income and interest expense for the component units for the year ended February 28, 2006 was:

Interest Income Interest Expense

Marion Community Fire Dept $ 138§ 493
Downtown Development Authority 1 5,020
Marion Public Library 7,332 -
$ 7471 % 5,513

NOTE 10 - EMPLOYEE RETIREMENT SYSTEMS

Plan Description and Provisions

The Village participates in the Michigan Municipal Employees Retirement System (MERS), an agent
multiple-employer defined benefit pension plan that covers all employees of the Village. The system
provides retirement, disability and death benefits to plan members and their beneficiaries. The Michigan
Municipal Employees Retirement System issues a publicly available financial report that includes financial
statements and required supplementary information for the system. That report may be obtained by writing
to the System at:
MERS
Municipal Employees’ Retirement System of Michigan
1134 Municipal Way
Lansing, MI 48917

-Continued-
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Notes To Financial Statements - Continued
February 28, 2006

NOTE 10 — EMPLOYEE RETIREMENT SYSTEMS-continued

Funding Status and Progress

The obligation to contribute to the system for these employees was established by the Village Council
under Act 427 of Public Acts of 1984 and administered by the State of Michigan. The covered payroll for the
year ended February 28, 2006 was $164,927. The amount contributed by the Village based on 73.75% of
covered payroll. The plan required a contribution from the employees of 3% of the covered wages.

Annual Pension Cost

The annual required contribution was determined as part of an actuarial valuation at December 31, using
the entry actual age cost method. Significant actuarial assumptions used in determining the actuarial
accrued liability include (a) a rate of return on the investment of present and future assets of 8.0% per year
compounded annually, {b) projected salary increase of 4.5%per year compounded annually, attributable to
inflation (c) additional projected salary increases ranging fram 0.0% to 8.40% per year, depending on age,
attributable to seniority/merit, and (d} the assumption that benefits will increase 2.5% per year annually after
retirement. The actuarial value of assets was determined using techniques that smooth the effects of short
term volatility aver a four year period. The unfunded actuarial liability is being amortized as a level
percentage af payroll over a period of 30 years.

Three-Trend Information for MERS

Fiscal Annual Percentage Net

Year Pension of APC Pension

Ending Cost (APC)  Contributed Obligation
2/29/2004 5533 100.00% 0
2/28/2005 6548 100.00% 0
2/28/2006 7949 100.00% 0

Scheduie of Funding Progress for MRS

Actuarially Unfunded UAAL as
a
Actuarial Accured {Overfunded) Percentage
Actuarial Value of Lability(AAL} AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroil Payroll
Date (a) {b) (b-a) (a/b) (c) ((b-a)/c)
12/31/2002 245,957 304,367 58,410 81% 135,715 43%
12/31/2003 270,275 331,376 61,101 82% 152,886 40%
12/31/2004 292,316 353,325 61,009 83% 156,198 39%
12/31/2005 317,653 427,533 109,880 74% 162,252 68%
-Continued-
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VILLAGE OF MARION, MICHIGAN
Notes To Financial Statements - Continued
February 28, 2006

NOTE 11 — RISK MANAGEMENT

The Village is exposed to various risks of loss related to property loss, torts, error and omissions and
employee injuries {(workers’ compensation) as well as medical benefits provided to employees. The Village
has purchased commercial insurance through the Michigan Municipal Liability and Property pool.

NOTE 12 — 2002 GENERAL OBLICATION UNLIMITED TAX BOND
RETIREMENT FUND RECEIVABLE

The water project completed during 2005 contained the cost of the new system extended to the Marion
Public Schools of $78,733. The school is making payments for their portion of the project to the Village in
semi-annual payments of $1,873 including interest at 2.5%. At February 28, 2006, $76,033 was receivable
from the school.
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Revenue
Taxes
Slate Grants
Charges For Services
Fines and Forfeits
Interest and Rentals
Other Revenues

Tolal Revenue

Expenditures
Legislative
General Government
Public Safety
Public Works

Recreation and Culture

Principal

Interest and Fiscal Charges

Other Functions
Total Expenditures

Excess (Deficiency) of
Revenues Over(Under}

Expedilures

Other Financing Sources (Uses}

Viliage of Marion, Michigan

Major Governmental Funds

General Fund

Year Ended February 28, 2006

Required Supplementary Information Budgetary Comparison Schedule

Major Street Fund

Operating Transfers In
Operating Transfers Out
Qperating Transfers From (To)

Component Units

Total Other Financing
Sources{Uses)

Net Change In
Fund Balance

Fund Balance- Beginning of Year

Fund Balance-End of Year

Variance Variance

Qriginal Final with Final Original Final with Final
Budget Budget Actual Budget Budget Budget Actual Budget
§ 137300 % 137300 $ 135537 § (1,763} 3 - % - 3 -5 -
111,500 111,500 116,509 5,008 68,700 68,700 64,888 {3,812)
34,600 34,600 36,053 1,453 - - - -
15 15 20 5 - - - -
3,400 3,400 3,082 (318) 330 330 593 263
85,000 85,000 40,879 (44,121) - - - -
$ 371815 § 371815 % 332080 % (39735 % 69030 § 69030 $ 65481 5§ {3,549
$ 28700 % 28700 § 21,882 § 6,818 3 - 3 - 3% -3 -
112,677 119,477 112,873 6,604 - - - -
63,263 64,972 58,731 6,241 75,500 83,650 44,347 39,303
135,986 174,181 101,991 72,180 - - - -
37,810 37,810 19,454 18,356 - - - -
65410 65,410 58,287 7.123 - - - -
$ 443846 § 490,550 § 3738 § 117,332 $ 75500 § 83650 § 44347 $ 39,303
$ (72,031) % (118,735) § (41,138) § 77,597 $ (6,470) § (14620) & 21134 § 35754
$ - 3 - % 1,100 % 1,100 5 - 3 - 5 - % -
- (30,000) (30,000) - {17,375) (17,375) (16,396) 979
(33,829) {33,829) (29,564) 4,265 - - - -
$ (33829) § (63829) $ (58,464) $ 5365 § (17,375 8 (17,375 § (16,396) $ 979
$ (105.860Q) % (182564) § (99.602) § 82962 $ (23,845) § (31.,995) 5 4738 § 38733
237,295 237,295 237,295 - 50,985 50,985 50,985 -

$ 131435 § 54731 § 137693 § 82962 $ 27140 $ 18,990 % 55723 § 36,733
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2002 General Obligation Unlimited Tax

Local Street Fund Bond Debt Retirement Fund
Variance Variance
Original Final with Final Criginal Final with Final
Budget Budget Actual Budget Budget Budget Actual Budget
$ - % - 8 - % - $ 67787 § 67787 § 75980 § 8,173
25,185 25,185 23,766 {1,419} - - - -
25 25 228 203 2,950 2,950 2,437 (513)
$ 25210 § 25210 § 23,994 (1.216) & 70,737 § 70,737 $ 78397 § 7,660
$ -3 - % - % - $ - % - § - 5 -
- - - - - - 84 (84)
25,500 25,500 35,344 (9,844) - - - -
- - - - 45,000 45,000 45,000 -
- - - - 41,328 42,928 42 904 24
$ 25500 $ 25500 $§ 35344 § {9844y §$ 086328 $ 87928 § 87988 § (60}

5 (290} & (290) $ (11,350) § (11,0600 & (15591) § (17191} § (9.591) § 7,600

$ 17175 § 47175 § 46196 § (979) % 8,000 % 8,000 % 11500 § 3,500
(200) {200) (200) - - - - -

$ 16975 & 46975 § 45996 § (979) § 8,000 $ 8,000 & 11,500 3,500

$ 16685 3 46685 § 34646 § (12039) $ 7581 §  (8,191) § 1,908 § 11,100

4,845 4,845 4,845 - 63,956 63,956 63,956 -

$ 21530 $§ 5153¢ § 39491 § (12,039) § 56365 § 54765 § 65865 § 11,100
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ASSETS

Cash
Receivables
Real Property Tax
Due From Other Funds
Major Street Fund
Local Street Fund
Due From Other Governmental Units

TOTAL ASSETS

LIABILITIES AND FUND BALANCE

LIABILITIES

Accounts Payable

Due to Other Funds
Major Street Fund
Local Street Fund

Retirement Withholdings

Payroll Tax Withholdings

Accrued Taxes Payable
State Unemployment

TOTAL LIABILITIES

FUND BALANCE

Unreserved
TOTAL FUND BALANCE

General Fund

February 28, 2006

TOTAL LIABILITIES AND FUND BALANCE

_38.

Comparative Balance Sheet

VILLAGE OF MARION, MICHIGAN

2006 2005
3 108,034  § 176,556
17,587 22,509
- 1,068
- 23,316
19,332 20,451
$ 144953  § 243,900
3 4,543 $ 2,087
11 -

2,687
- 358
- 3,241
19 19
$ 7260 % 6,605
$ 137,693  $ 237,295
$ 137,693  § 237,295
3 144953  § 243,900




VILLAGE OF MARION, MICHIGAN

General Fund

Schedule of Revenues, Expenditures and Changes in Fund Balance

Budget and Actual

Year Ended February 28, 2006
With Comparative Actual Amounts For Year Ended February 28, 2005

REVENUES

Taxes
State Grants
Charges For Services
Fines and Forfeits
Interest and Rentals
Other Revenues

TOTAL REVENUES

EXPENDITURES
Legislative
Village Council
General Government
Village President
Elections
Independent Audit
Attorney
Clerk
Treasurer's Office
Building and Grounds
Public Safety
Police Department
Planning Commission
Public Works
Stores and Garage
Highways, Streets and Bridges
Sanitation
Recreation and Cultural
Recreation/Parks Department
Other Functions
Employee Benefits
Community Prornotion

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
QOperating Transfers From Other Funds
Cperating Transfers To Other Funds
Operating Transfers To Component Units

EXCESS OF REVENUES AND OTHER
SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES

FUND BALANCE - Beginning of Year

FUND BALANCE - End of Year

FINAL ACTUAL
BUDGET 2006 2005
$ 137,300 % 135,537 % 134,144
109,515 116,509 117,481
34,600 36,063 35,215
- 20 -
5,400 3,082 3,432
85,000 40,879 52,947
$ 371.815 % 332,080 % 343,219
$ 28,700 S 21,882 § 20,802
9,600 9,400 9,400
- - 506
15,500 15,500 8,509
4,000 790 4,110
35,258 30,842 32,087
19,523 17,059 17,601
35,596 39,282 29,083
63,972 57,831 55,604
1,000 900 900
156,381 88,033 66,039
16,000 13,430 14,154
1,800 528 512
37,810 19,454 26,457
63.710 56,357 45,228
1,700 1,930 2,133
$ 490,550 % 373,218 § 333,075
g (118,735) & (41,138) & 10,144
- 1,100 1,100
{30,000) (30,000) (38,041)
(33,829) (29,564) (31,947)
$ (182,564} $ (99.602) (58.744)
237,295 237,295 296,039
S 54,731 § 137693 S 237,295
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VILLAGE OF MARION, MICHIGAN
General Fund
Analysis of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
Year Ended February 28, 2006
With Comparative Actual Amounts For Year Ended February 28, 2005

FINAL ACTUAL
BUDGET 20086 2005
REVENUES
Taxes
Current Tax Levy $ 134450 % 132,397 § 130,408
Penalties and Interest 350 663 1,400
Tax Collection Fees 2,500 2,477 2,336
' TOTAL TAXES $ 137,300 % 135,837 $ 134,144
State Grants
. State Shared Revenues
Sales and Use Tax $ 108,000 $ 111,495 $ 112,822
Metro Authority 2,000 3,492 3,157
Liguor License 1,500 1,522 1,502
' TOTAL STATE GRANTS 3 111,500 % 116,509 3 117,481
' Charges For Services
, Copy Fees $ - 3 9 3 7
Administration Fees 24 600 23,364 23,700
. Park and Camping Fees 10,000 12,570 11,328
Zoning Fees - 110 180
' TOTAL CHARGES FOR SERVICES $ 34600 % 36,053 $ 35,215
o Fines and Forfeits
i Ordinance Fees $ 15 $ 20 $ -
- Interest and Rentals
Interest 3 1,000 % 1,627 $ 1,224
- Property Lease 600 - 600
Cable Franchise Fees 1,800 1,455 1,608
il TOTAL INTEREST AND RENTS ] 3,400 3,082 3,432
T
win
iy
—
| ]
- -Continued -
]
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VILLAGE OF MARION, MICHIGAN
General Fund

Analysis of Revenues, Expenditures and Changes in Fund Balance - Continued

REVENUES - Continued

Other Revenue
Equipment Rental
Sale of Lots
Sale of Other Fixed Assets
Refunds and Rebates
Salary Reimbursements
Miscellaneous
TOTAL OTHER REVENUES

TOTAL REVENUES

EXPENDITURES

Legislative
Village Council

Salaries and Wages
Memberships and Dues
Transportation
Liability Insurance
Printing and Publishing
Miscellaneous

TOTAL LEGISLATIVE

General Government
Village President
Salaries and Wages
Projects Director
Transportation

Elections
Salaries and Wages
Office Supplies
Printing and Publishing

Independent Audit and Accounting
Attorney

Budget and Actual
Year Ended February 28, 2006
With Comparative Actual Amounts For Year Ended February 28, 2005

FINAL , ACTUAL
BUDGET 2006 2005
L 39,500 3 40,610 3 34,410
- - 15,000
- - 733
- 149 2,369
45 500 - -
- 120 435
3 85,000 3 40,879 $ 52,947
$ 371,815 3 332,080 % 343,219
$ 8,400 $ 8,300 3 6,600
1,200 1,189 1,139
100 - -
15,000 11,703 11,047
4,000 2,510 2,016
- 180 -
$ 28,700 $ 21,882 3 20,802
3 3,500 3 3,400 $ 3,400
$ 6,000 $ 6,000 $ 6,000
100 - -
$ 9,600 $ 9,400 $ 9,400
3 - % - % 360
- - 52
- - 94
$ - % - $ 506
$ 15,500 3 15,500 5 8,509
$ 4,000 $ 790 3 4110
-Continued —
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VILLAGE OF MARION, MICHIGAN

General Fund
Analysis of Revenues, Expenditures and Changes in Fund Balance - Continued
Budget and Actual

Year Ended February 28, 2006

With Comparative Actual Amounts For Year Ended February 28, 2005

FINAL ACTUAL
BUDGET 2006 2005
EXPENDITURES - Continued
General Government - Continued
Clerk
Salaries and Wages $ 27.258 26756 3 25,236
Office Supplies 3,000 3,014 2,208
Computer Services 2,000 50 1,916
Insurance - 6 -
Capital Outlay 3,000 1,016 2,677
$ 35,258 30,842 % 32,037
Treasurer
Salaries and Wages $ 12,973 12,918 $ 12,508
Office Supplies 3,000 2,682 1,925
Contractual Services 550 443 491
Capital Outlay 3,000 1,016 2,677
$ 19,523 17,059 $ 17,601
Building and Grounds
Salaries and Wages 3 3,146 2,970 3 3,258
Operating Supplies - 178 124
Communications 4,700 3,723 4 607
Insurance 1,000 780 753
Utilities 7,500 8,290 6,860
Repair and Maintenance 3,000 6,279 6,127
Primary Sidewalk Construction 1,250 -
Capital Outlay - Buildings - - 1,552
Capital Outlay-Land Improvements - - 5,802
Capital Outlay-Property Purchase 15,000 14,474 -
Capital Outlay-Sign - 2,578 -
3 35,596 39,282 3 29,083
TOTAL GENERAL GOVERNMENT 5 119,477 112,873 $ 101,246
-Continued -
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VILLAGE OF MARION, MICHIGAN
General Fund
Analysis of Revenues, Expenditures and Changes in Fund Balance - Continued
Budget and Actual
Year Ended February 28, 2006
With Comparative Actual Amounts For Year Ended February 28, 2005

FINAL ACTUAL
BUDGET 2006 2005
EXPENDITURES - Continued
Public Safety
Police Department
Salaries and Wages 3 41,213 % 39124 % 42,451
Insurance Reimbursement 5,000 6,320 5,423
Office Supplies 1,000 1,075 632
Communications 500 388 -
Repair and Maintenance 4,000 215 120
Operating Supplies 2,500 1,333 853
Vehicle Expense 3,575 3,603 1,401
Dues 250 100 335
Insurance 2,934 2,934 2,670
Education and Training 1,000 1,256 1,349
Capital Cutlay 2,000 1,483 370
TOTAL PUBLIC SAFETY $ 63,972 % 57,831 $ 55,604
Planning Commission
Salaries and Wages $ 1,000 3 9500 % 800
Public Works
Stores and Garage
Salaries and Wages 5 85186 % 45,460 % 33,757
Operating Supplies 8,000 5670 3,527
Communications - 344 -
Gas and Oil 5,500 6,345 5,699
Insurance 3,000 1,951 2,764
Repair and Maintenance 16,000 14,671 12,385
Education and Training - - 44
Uniform Rental - 949 856
Capital Outlay - Equipment 5,000 12,643 7.007
Capital Outlay - Improvements 33,695 - -
$ 156,381 & 88,033 3 66,039

Highways, Streets and Bridges
Street Lighting § 16,000 §% 13430 % 13,971

Bridge Maintenance - - 183
3 16,000 % 13,430 $ 14,154

Sanitation
Salaries and Wages 3 1,000 % - 3% 72
Contractual Services 800 528 440
5 1800 $ 528 $ 512
TOTAL PUBLIC WORKS $ 174,181 101,991 $ 80,705

-Continued -
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VILLAGE OF MARION, MICHIGAN

General Fund

Analysis of Revenues, Expenditures and Changes in Fund Balance - Continued
Budget and Actual

Year Ended February 28, 2006

With Comparative Actual Amounts For Year Ended February 28, 2005

EXPENDITURES - Continued

Recreation and Culture
Recreation/Parks Department
Salaries and Wages
Operating Supplies
Contractal Services
Communications
Printing and Publishing
Utilities
Repair and Maintenance
Insurance
Capital Outlay
TOTAL RECREATION AND CULTURE

Other Functions

Employee Benefits
Social Security and Medicare
Health and Life Insurance
Retirement
Unempioyment
Workmen's Compensation
Prescription Reimbursements

Other Miscellaneous

Community Promotion
Christmas Decorations

TOTAL OTHER FUNCTIONS

FINAL ACTUAL
BUDGET 2006 2005

3 12,560 10,985  § 10,907
- 198 38

550 -
800 443 856
800 683 761
5,500 3,840 3,576
4,000 3,121 2,767
600 84 506
13,000 - 7,046
$ 37,810 19454 § 26,457
3 13,526 12618  § 11,202
38,900 32,375 27,337
6,441 5,681 1,259
1,043 - 18
3,800 3,152 3,312
- 1,768 2,100
- 763 -
63,710 56,357 45,228
3 1,700 1,930 % 2,133
3 65,410 58,287 § 47,361

-Continued -



VILLAGE OF MARION, MICHIGAN

General Fund

Analysis of Revenues, Expenditures and Changes in Fund Balance - Continued
Budget and Actual

Year Ended February 28, 2006

With Comparative Actual Amounts For Year Ended February 28, 2005

EXPENDITURES - Continued

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)

Operating Transfers From Other Funds
Operating Transfers To Other Fund
Operating Transfers To Component Units

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES AND OTHER
SOURCES (USES)

FUND BALANCE - Beginning of Year

FUND BALANCE - End of Year

FINAL ACTUAL
BUDGET 2006 2005

$ 490,550 $ 373,218 § 333,075
$ (118,735) & (41,138) $ 10,144
. 1,100 1,100

(30,000) (30,000) (38,041)
(33,829) (29,564) (31,947)
$ (182,564) $ (99,602) $ (58,744)
237,295 237,295 296,039

$ 54731 % 137693  § 237,295
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VILLAGE OF MARION, MICHIGAN

Major Street Fund

Comparative Balance Sheet

February 28, 2006

2006 2005
ASSETS
Cash $ 47117 43,458
Due From Other Funds
General Fund 11
Local Street Fund - 105
Due From Other Governments
State Revenue Sharing - Act 51 8,595 8,480
TOTAL ASSETS $ 55,723 52,053
LIABILITIES AND FUND BALANCE
LIABILITIES
Due to Other Funds
General Fund $ - 1,068
TOTAL LIABILITIES $ - 1,068
FUND BALANCE
Unreserved 55,723 50,885
TOTAL LIABILITIES AND FUND BALANCE 3 55,723 52,053
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VILLAGE OF MARION, MICHIGAN
Major Street Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
Year Ended February 28, 2006
With Comparative Actual Amounts For Year Ended February 28, 2005

_47 -

FINAL ACTUAL
BUDGET 2006 2005
REVENUES
State Grants
State Revenue Sharing - Act 51 5 68,700 § 64,888 $ 66,993
Interest and Miscellaneous
Interest 330 593 382
TOTAL REVENUES $ 69,030 § 65,481 $ 67,375
EXPENDITURES
Public Works
Routine Maintenance
Construction $ 40,000 $ - $ 24,272
Engineering - - 1,380
Salaries and Wages 6,000 3,009 4,469
Office Supplies - 110 5
Repair and Maintenance 13,150 13,079 10,912
Equipment Rentals 6,000 4,089 4171
Leave and Benefits - 1,662 1,510
Winter Maintenance -
Salaries and Wages 6,000 4,178 1,977
Repair and Maintenance - 810 -
Equipment Rentals 6,000 8,245 3,986
Leave and Benefits - 2,676 998
Administration Fees 5,000 4,989 5,000
Independent Audit and Accounting 1,500 1,500 1,400
TOTAL EXPENDITURES $ 83,650 § 44 347 3 60,080
-Continued —



VILLAGE OF MARION, MICHIGAN
Major Street Fund
Schedule of Revenues, Expenditures and Changes In Fund Balance - Continued
Budget and Actual
Year Ended February 28, 2006
With Comparative Actual Amounts For Year Ended February 28, 2005

ACTUAL
BUDGET 2006 2005
EXPENDITURES - Continued
Excess (Deficiency) of
Revenues over Expenditures (14,620) 21,134 7,295
OTHER FINANCING SOURCES (USES)
Operating Transfers To Other Funds (17,375) {16,396) (16,948)
{17,375} (16,396) (16,948)
Excess (Deficiency) of Revenues
Over Expenditures and Other
Sources (Uses) (31,995) 4,738 (9,653}
FUND BALANCE - Beginning of Year 50,985 50,985 60,638
FUND BALANCE - End of Year 18,990 55,723 50,985
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VILLAGE OF MARION, MICHIGAN
Local Street Fund
Comparative Balance Sheet
February 28, 2006

ASSETS

Cash
Due From Other Governments
State Revenue Sharing - Act 51
Due From Other Funds
General Fund

TOTAL ASSETS

LIABILITIES AND FUND BALANCE

LIABILITIES
Due to Other Funds
General Funds
Major Street Fund

TOTAL LIABILITIES

FUND BALANCE
Unreserved

TOTAL LIABILITIES AND FUND BALANCE

_49 .

2006 2005

32,462 22,621
4,342 5,645
2,687 -
39,491 28,266

- 23,316

- 105

- 23,421

39,491 4,845
39,491 28,266
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VILLAGE OF MARION, MICHIGAN

Local Street Fund

Schedule of Revenues, Expenditures and Changes in Fund Balance

Budget and Actual

Year Ended February 28, 2006
With Comparative Actual Amounts For Year Ended February 28, 2005

FINAL ACTUAL
BUDGET 2006 2005
REVENUES
State Grants
State Revenue Sharing - Act 51 $ 25,185 % 23,766 26,094
Interest and Miscellaneous
Interest 25 228 5
TOTAL REVENUES $ 25,210 % 23,994 26,099
EXPENDITURES
Public Works
Routine Maintenance
Canstruction 3 - $ - 38,275
Salaries and Wages 4,500 4,581 8,755
Repair and Maintenance 5,000 6,531 12,891
Equipment Rentals 4,000 6,613 9,405
Leave and Benefits - 2,899 3,803
Winter Maintenance
Salaries and W ages 4,500 3,265 1,462
Equipment Rentals 4,000 6,953 3,736
Leave and Benefits - 2,127 822
Administration Fees 2,000 875 1,200
Independent Audit and Accounting 1,500 1,500 1,400
TOTAL EXPENDITURES 5 25,500 § 35,344 81,749
Excess (Deficiency) of Revenues
Over Expenditures $ (200) § {11,350) {55,650)
OTHER FINANCING SOURCES {(USES)
Operating Transfers From Other Funds 47 175 46,196 54 789
Operating Transfers To Other Funds (200) (200) {200}
Excess {Deficiency) of Revenues -
Over Expenditures and Qther
Sources (Uses) $ 46,685 § 34 646 (1,061)
FUND BALANCE - Beginning of Year 4,845 4,845 5,906
FUND BALANCE - End of Year $ 51,530 & 39,491 4,845
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VILLAGE OF MARION, MICHIGAN
2002 General Obligation Unlimited Tax Bonds Debt Retirement Fund
Comparative Balance Sheet
February 28, 2006
With Comparative Totals For February 28, 2005

ASSETS 2006 2005
Cash $ 65,865 5 63,956
TOTAL ASSETS 3 65,865 5 63,956

LIABILITIES AND FUND BALANCE

LIABILITIES 3 - b -

FUND BALANCE
Reserved for Debt Service 3 65,865 $ 63,956

TOTAL LIABILITIES AND FUND BALANCE $ 65,865 3 63,956




VILLAGE OF MARION, MICHIGAN
2002 General Obligation Unlimited Tax Bonds Debt Retirement Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
Year Ended February 28, 2006
With Comparative Actual Amounts For The Year Ended February 28, 2005

FINAL Actual
BUDGET 2006 2005
REVENUES
Taxes
Current Property Taxes ) 62,000 $ 66,076 % 62,149
Assesments in Lieu of Property Taxes 4,898 4,362 4,889
Single Business Tax - 3,711 -
Schocl Payment 889 1,811 889
Interest and Rents
Interest - Marion Public Schools 2,850 1,935 2,850
Interest - Other 100 502 82
TOTAL REVENUE $ 70,737 $ 78,397 $ 70,859
EXPENDITURES
Debit Service
Principal $ 45,000 $ 45,000 $ 45,000
Interest 42,928 42,904 41,854
Printing and Publishing - - -
Office Supplies - 84 47
Miscellanecus - - 100
TOTAL EXPENDITURES $ 87,928 $ 87,988 $ 87,001

Excess ( Deficiency) of Revenue
Over Expenditures $ (17.191)  § (9,591) % (16,142)
OTHER FINANCING SOURCES {USES)
Operating Transfers From Component Units
Water Supply System 8,000 11,500 -
Downtown Development Authority - -

Excess (Deficiency) of Revenue Over
Expenditures And Sources (Uses) $ (9,191) $ 1,909 3 (16,142)

FUND BALANCE -Beginning of Year 63,956 63,956 80,098

FUND BALANCE -End of Year 5 54,765 5 65,865 $ 53,956
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VILLAGE OF MARION, MICHIGAN

Water Supply System

Comparative Statement of Net Assets

ASSETS

CURRENT ASSETS
Cash

TOTAL CURRENT ASSETS

CAPITAL ASSETS
Land
Land Improvements
Machinery and Equipment
Water Systems
Wells, Pumps and Pump House
Mains and Conneclions
Towers
Meters
Less Accumulated Depreciation
Net Capital Assets
TOTAL ASSETS

LIABILITIES AND FUND EQUITY

CURRENT LIABILITIES
Accounts Payable
Customer Deposits Payable

TOTAL LIABILITIES

NET ASSETS
Invested in Capital Assets, Net of
Related Debt
Unrestricted

TOTAL NET ASSETS

February 28, 2006

2006 2005
$ 75,798 70,088
$ 75,798 70,088
$ 12,150 12,150

5,400 5,400
54,286 51,031
247 674 247,674
1,809,521 1,809,521
126,875 126,875
43,144 43,144

(338,897) (284,050}
$ 1,060,153 2,011,745
$ 2035951 2,081,833
$ 754 809

150 150

$ 904 959
$ 1,960,153 $ 2,011,745
74,894 69,129

$ 2035047 2,080,874




VILLAGE OF MARION, MICHIGAN
Water Supply System

Schedule of Revenues, Expenses and Changes in Fund Net Assets

Year Ended February 28, 2006

Budget and Actual

With Comparative Actual Amounts For Year Ended February 28, 2005

CPERATING REVENUES

Charges For Services
Sales
Tap Fees and Installation
Refuse Collection
Assessments in Lieu of
Property Taxes
Sale of Fire Hydrants
Miscellaneous
TOTAL OPERATING REVENUES

OPERATING EXPENSES

Personal Services
Salaries and Wages
Social Security and Medicare
Unemployment
Workmen's Compensation
Life and Health Insurance
Retirement

Supplies
Office Supplies
Operating Supplies

Other Charges and Services
Memberships and Dues
Independent Audit and Accounting
Administrative Fees
Insurance
Utilities
Repair and Maintenance
Egquipment Rentals
Education and Training
Depreciation
Capital Outlay
Engineering Fees
Contractual Fees- Refuse
Printing and Publishing

TOTAL OPERATING
EXPENSES

OPERATING INCOME (LOSS)

FINAL ACTUAL
BUDGET 2,006 2,005
3 84,000 % 79,803 % 85,528
1,200 788 2,024
28,726 31,953 28,851
- 4,362 4 889
280 400 -
- 22 325
$ 115,206  $ 117,328 % 121,617
% 12,000 % 12872 % 14,177
- 985 1,074
- 77 97
- 328 351
- 5,190 4472
- 597 530
1,250 249 287
2,000 2,045 635
650 633 552
2,600 2,600 2,100
6,000 6,000 6,000
700 716 680
5,500 4,657 4,963
25,200 19,893 8,329
5,000 3,020 3,354
1,180 1,868 49
- 54,847 36,089
2,800 - -
- - 2,499
29,726 30,761 30,276
275 254 254
b 94 881 $ 147592 % 116,768
$ 20,325 % (30,264) % 4,849
-Continued -
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VILLAGE OF MARION, MICHIGAN

Water Supply System

Schedule of Revenues, Expenses and Changes in Fund Net Assets - Continued
Budget and Actual

Year Ended February 28, 2006

With Comparative Actual Amounts For Year Ended February 28, 2005

NON-OPERATING REVENUE (EXPENSES)

Interest
Write-Off of Old Water System
Operating Transfers From (To) Other Funds
General Fund - Planning Commission
Water Bond Debt Retirement Fund
Budgeted Transfer
Assessments in Lieu of Property Taxes

TOTAL NON-OPERATING REVENUES
(EXPENSES)

INCOME (LOSS) BEFORE CONTRIBUTIONS

Capital Contribution-
Water System Project

Change in Net Assets

NET ASSETS-
Beginning of Year

NET ASSETS-
End of Year

FINAL ACTUAL ,
BUDGET 2006 2005
$ 50 499 $ 101
- - (49,931)
(200) (200) (200)
(8,000} (11,500) -
- (4,362) (4,889)
) (8,150) (15.563) $ (54,919)
$ 12175 $ (45.827) 5 (50,070)
] - 1,856,690
$ 12,175 $  (45,827) $ 1,806,620
2,080,874 2,080,874 274,254
$ 2,093,049 2,035,047 % 2,080,874
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VILLAGE OF MARION, MICHIGAN

Water Supply System

Comparative Statement Of Cash Flows

Year Ended February 28, 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts
Other Revenue
Payments to Suppliers
Payments to Employees
Payments to Other Funds

Net Cash Provided (Used) By Operating Activities

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES

Operating Transfers to Other Funds
Net Cash Flows From Non-Capital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

2006

Capital Contribution-Water System Project
Purchase of Capital Assets
Net Cash Flows from Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES

Interest

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents - Beginning of Year

Cash and Cash Equivaients - End of Year

RECONCILIATION OF INCOME OPERATING INCOME {LOSS)

NET CASH PROVIDED (USED) 8Y OPERATING ACTIVITIES

Operating Income (Loss)
Adjustments to ReconcileOperating Income (Loss)
To Net Cash Provided By Operating Activities:
Depreciation Expense
Changes in Assets And Liabilities:
Increase (Decrease) in Accounts Payable
increase (Decrease) in Due To Other Funds

Net Cash Provided (Used) by Operating Activities
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2005
$ 117,306 % 121,292
22 325
(70,908) (54,473)
(12,872) (14,177)
(9,020) (9,354)
$ 24,528 % 43613
$ (16,062) % (5,089)
$ (16,062) $ (5,089)
- 1,856,690
$ (3,255) $  (1.868,519)
3 (3,255) % (11,829)
$ 499 % 101
$ 5710 §$ 26,796
70,088 43,292
$ 75798 % 70,088
$ (30,264) % 4,849
54,847 36,089
(55) 25
- 2,650
$ 24,528 % 43,613




VILLAGE OF MARION, MICHIGAN
Sewage Disposal System
Comparative Statement of Net Assets
February 28, 2006

ASSETS 2008 ' 2005

CURRENT ASSETS
Cash $ 79,504 $ 100,153
TOTAL CURRENT ASSETS $ 79,504 3 100,153
CAPITAL ASSETS
Land $ 20,138 $ 20,138
Building 20,000 20,000
Machinery and Equipment 25,895 22,639
Sewer Systems
Collection System 1,057,228 1,052,946
Lift Station 113,672 113,672
Treatment System 512,391 512,391
Less Accumulated Depreciation (820,792} (875,650}
Net Capital Assets $ 828 532 $ 866,136
TOTAL ASSETS 3 908,036 3 966,289

LIABILITIES AND FUND EQUITY

CURRENT LIABILITIES

Accounts Payable $ 153 b 158
TOTAL LIABILITIES 3 153 $ 158
NET ASSETS
Invested in Capital Assets, Net of
Related Debt $ 828,532 5 866,136
Unrestricted 79,351 99,995

TOTAL NET ASSETS $ 907,883 b 966,131
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VILLAGE OF MARION, MICHIGAN
Sewage Disposal System

Schedule of Revenues, Expenses and Changes in Fund Net Assets

Budget and Actual

Year Ended February 28, 2006

With Comparative Actual Amounts For Year Ended February 28, 2005

OPERATING REVENUES

Charges For Services

Sales

Tap Fees and installation
TOTAL OPERATING REVENUES

OPERATING EXPENSES

Collection and Treatment
Personal Services

Salaries and Wages
Employee Benefits
Social Security and Medicare
Retirement Expense
Unemployment
Workmen's Compensation
Life and Health Insurance
Other Charges and Services
Professional Services
Audit
Engineering
Administrative Fees
Insurance
Utilities
Office Supplies
Operating Supplies
Repair and Maintenance
Equipment Rentals
Education and Training
Memberships and Dues
Depreciation
Capital Outlay

TOTAL OPERATING
EXPENSES

OPERATING INCOME (LOSS)

FINAL ACTUAL
BUDGET 2006 2005

5 46,300 $ 43,540 $ 46,732

1,000 - 500

3 47,300 3 43,540 $ 47 232

$ 10,000 % 12,043 % 8,769

- 921 664

- 488 383

- 72 90

- 266 215

- 4422 2,440

2,500 2,600 2,500

- - 2,489

10,000 10,000 10,000

400 437 321

3,000 1,872 1,596

1,000 670 971

1,000 71 680

10,000 9,748 2,170

12,000 12,036 9,721

250 - 116

200 400 -

- 45,142 44 919

13,110 - -

$ 63460 % 101,288 3 88,454

$ (16,160) % (57,748) $ (41,222)
-Continued -
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VILLAGE OF MARION, MICHIGAN
Sewage Disposal System
Scheduie of Revenues, Expenses and Changes in Fund Net Assets - Continued
Budget and Actual
Year Ended February 28, 2006
With Comparative Actual Amounts For Year Ended February 28, 2005

FINAL ACTUAL
BUDGET 2006 2005
NON-OPERATING REVENUE (EXPENSES)
interest $ 1,000 5 - % 703
Rental Income 2,000 - 2,000
Operating Transfers From (To) Other Funds
General Fund - Planning Commission (500) {500) {500)
TOTAL NON-OPERATING REVENUES
{(EXPENSES) 3 2,500 % (500) & 2,203
CHANGE IN NET ASSETS 5 (13,660} 9% (58,248) % (39,019)
NET ASSETS - Beginning of Year 966,131 966,131 1,005,150
NET ASSETS - End of Year $ 952471  § 807,883 § 966,131
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VILLAGE OF MARION, MICHIGAN
Sewage Disposal System
Comparative Statement of Cash Flows
February 28, 2006

2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts From Customers $ 43,540 % 47,232
Payments to Suppliers {22,072) (15,037)
Payments to Employees (12,043) (8,769}
Payments to Other Funds (22,038) (19,721)
Net Cash Provided (Used) By Operating Activities 3 {(12,611) % 3,705
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Operating Transfers to Other Funds $ (500} $ (500}
Other Miscellaneous Revenues - 2,000
Net Cash Flows from Non-Capital Financing Activities 3 {500) $ 1,500
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Capital Assets % (7,538) % (20,748)
Net Cash Provided (Used) By Capital Activities $ (7,538) 3% {20,748)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest $ - 5 703
Net (Decrease) in Cash and Cash Equivalents 3 (20649) % (14,840)
Cash and Cash Equivalents - Beginning of Year 100,153 114,993
Cash and Cash Equivalents - End of Year 3 79,504 3 100,153
RECONCILIATION OF OPERATING INCOME (LCSS) TO
NET CASH PROVIDED USED BY OFERATING ACTIVITIES
Operating Income (Loss) 5 (57,748) § (41,222)
Adjustments to Reconcile Operating Income
To Net Cash Provided By Operating Activities:
Depreciation Expenses 45,142 44 919
— Changes in Assets and Liabilities:
Increase (Decrease} in Accounts Payable (5) 8
Net Cash Provided (Used) by Operating Activities $ {12611y § 3,705

ki
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VILLAGE OF MARION, MICHIGAN
Combining Balance Sheet
Non-Major Governmental Fund Types
Year Ended February 28, 2006

Industral ‘
Complex . Total Non- Major
Construction Governmental
Fund Funds
ASSETS
Cash 3 8415 % 8,415
Total Assets 5 8415 3 8,415
LIABILITIES AND FUND BALANCES
Liabilities $ - 5 -
Fund Balance 8,415 8,415
, Total Liabilities and Fund Balance % 8,415 3 8,415
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VILLAGE OF MARION, MICHIGAN

Combining Schedule of Revenues, Expenditures and Changes in Fund Balance

Non-Major Governmental Fund Types

Year Ended February 28, 2006

Construction Governmental
Fund Funds
REVENUES

Interest 3 61 % 61
EXPENDITURES - -

Excess (Deficiency) of Revenues
Over Expenditures $ 61 % 61
Fund Balance - Beginning Of Year 8,354 8,354
Fund Balance - End Of Year 3 8415 3 8,415
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VILLAGE OF MARION, MICHIGAN
Industrial Complex Construction Fund
Comparative Balance Sheet
February 28, 2006
With Comparative Totals For February 28, 2005

2008 2005
ASSETS

Cash 3 8,415 3 8,354
TOTAL ASSETS 3 8,415 3 8,354

LIABILITIES AND FUND BALANCE
LIABILITIES $ - 3 -
FUND BALANCE $ 8,415 3 8,354
TOTAL LIABILITIES AND FUND BALANCE S 8,415 $ 8,354
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VILLAGE OF MARION, MICHIGAN
Industrial Complex Construction Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
Year Ended February 28, 2006
With Comparative Actual Amounts for Year Ended February 28, 2005

FINAL ACTUAL
BUDGET 2006 2005
REVENUES
interest 15 61 15
TOTAL REVENUES $ 15  § 61 $ 15
EXPENDITURES
Salaries and Wages $ 2,500 % - 3 -
Equipment Rentals 2,500 - -
TOTAL EXPENDITURES $ 5000 § - $ -
Excess (Deficiency) of Revenues
Over Expenditures 3 (4,985) 3 61 5 15
OTHER FINANCING SCURGES (USES)
Operating Transfers To Other Funds - - -
]
Excess (Deficiency) of Revenues
' Over Expenditures and Other
- Sources (Uses) $ (4,985 % 61 $ 15
am FUND BALANCE - Beginning of Year 8,354 8,354 8,339
wat FUND BALANCE - End of Year $ 3,369 B415 $ 8,354
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ASSETS
Cash
Accounts Receivable
Due From Other Governments

TOTAL ASSETS

VILLAGE OF MARION, MICHIGAN
Component Units
Combining Balance Sheet
February 28, 2006
With Comparative Totals For February 28, 2004

LIABILITIES AND FUND BALANCE

LIABILITIES
Accounts Payable
Payroll Taxes Payroll
Retirement Payable

TOTAL LIABILITIES

FUND BALANCE

1 ool

Unreserved

TOTAL LIABILITIES AND
FUND BALANCE

MARION DOWNTOWN MARION ‘

COMMUNITY  DEVELOPMENT PUBLIC - TOTALS
FIRE DEPT. _ AUTHORITY LIBRARY 2006 2005

$ 53516 § 68,859 § 257,977 380,352 $ 412,349

- - - . 1,300

14,957 - 1,388 16,345 19,431

$ 68473 § 68,859 § 259,365 396,697 $ 433,080

$ 2,696 -5 290 2986 560

- - - - 294

- - - - 32

$ 2696 - 3 290 2,986 886

65,777 68,859 259,075 393,711 432,194

$ 68,473 S 68,859 § 259,365 396,697 $ 433,080
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VILLAGE OF MARION, MICHIGAN
Component Units
Combining Schedule of Revenues, Expenditures and Changes In Fund Balances
Year Ended February 28, 2006
With Comparative Actual Amounts for Year Ended February 28, 2005

MARION DOWNTOWN MARION

COMMUNITY DEVELOPMENT PUBLIC - TOTALS
FIRE DEPT. AUTHORITY LIBRARY 2006 2005
REVENUES
Taxes - 12,247 11,630 23,877 22,243
State Grants - - 38,357 38,357 37,142
Contribution From Local Units 64,911 - 2,990 67,901 63,325
Charges For Service 7,300 - 1,154 8.454 11,855
Fines and Forfeits - - 341 341 302
Interest and Rents 138 3,226 7,332 10,696 3,490
Other Revenues 30,346 2,134 2,936 35416 216,973
TOTAL REVENUES 102,695 17,607 64,740 185,042 355,330
EXPENDITURES
Buildings and Grounds - 37,386 - 37,386 124,926
Public Safety 100,898 - - 100,898 105,177
Recreation and Culture - - 81,809 81,809 76,548
TOTAL EXPENDITURES 100,898 37,386 81,809 220,093 306,651
' Excess (Deficiency) of Revenues
' Over Expenditures 1,797 {19,779) (17,069) {35,051) 48,679
o OTHER FINANCING SOURCES (USES)
. Operating Transfers Frorn(to) - -
‘ Primary Govemment 5,506 24,058 - 29,564 31,047
Write-Off of Old Accounts
Receivable-Hartwick Township (3.635) - - {3,635} -
tota Principal Lease Payments {7,848) (16,000) - (23,848) (7,474)
Interest Payments {493) (5,020} - {5513) (1,147)
= Loan Proceeds - - - - 80,000
Loan Costs - - - - {520)
i
- Excess (Deficiency) of Revenue Over
Expenditures and Other Sources (Uses) (4,673} (16,741) (17,069) (38,483) 151,485
L - -
FUND BALANCE -Beginning of Year 70,450 85,600 276,144 432,194 280,709
o  FUND BALANCE -End of Year 65,777 68,859 259,075 393,711 432,194
[ ")
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VILLAGE OF MARION, MICHIGAN
Marion Community Fire Department Fund
Comparative Balance Sheet
February 28, 2006

ASSETS
Cash
Accounts Receivable
Due From Other Govemments (Note 3)

TOTAL ASSETS

LIABILITIES AND FUND BALANCE

LIABILITIES
Accounts Payable
TOTAL LIABILITIES

FUND BALANCE
Unreserved

TOTAL LIABILITIES AND FUND BALANCE

-67-

2006 2005

53,516 52,471

- 1,300

14,957 17,185
68,473 70,956
2,696 506

2,696 506
65,777 70,450
68,473 70,956




VILLAGE OF MARION, MICHIGAN
Marion Community Fire Department Fund
Schedule of Revenues, Expenditures and Changes In Fund Balance
Budget and Actual
Year Ended February 28, 2006
With Comparative Actual Amounts For Year Ended February 28, 2005

FINAL ACTUAL
BUDGET 20086 2005
REVENUES
Contribution Frorm Local Units
Hartwick Township $ 9,165 % 9,740 $ 9,182
Highland Township 11,322 12,256 11,319
Redding Township 99 - 99
Marion Township 14,828 15,743 14,824
Middle Branch Township 9,351 9,712 9,348
Winterfield Township 15,588 17,480 15,583
Charges For Services
Fire Runs 3,000 2,300 3,250
Extraction Fees 4,000 1,000 5,000
Auto Accidents 1,500 4,000 2,500
Interest and Rents
interest 25 138 192
Other Revenues
Donations - 200 1,500
Miscellaneous - 1,882 5
FEMA Grant 100 28,264 41,181
Thermal Imager Donations - - 768
Sale of Fixed Assets 0 0 2,000
TOTAL REVENUES $ 68,978 § 102695 § 116,731
EXPENDRITURES
Public Safety
Fire Protection
Salaries and Wages $ 8,500 % 7924 % 7,859
Life Insurance 800 670 870
Workmen's Compensation 2,500 1,745 1,830
Office Supplies 425 340 1,077
Computer Software - 300 -
Operating Supplies 1,500 3,192 1,216
Legal Fees - 225 -
Independent Audit and Accounting 1,200 1,500 1,100
Memberships and Dues 150 250 250
Communications 2,500 3,196 2,476
Gas and Oil 2,000 3,087 2,033
Insurance 15,000 14,089 13,904
Utilities 6,000 7,361 4,677
Repair and Maintenance 6.500 7,513 2,447
Rent - 600 231
Administrative Fees 1,000 - -
Printing and Publishing 100 96 -
-Continued -
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VILLAGE OF MARION, MICHIGAN
Marion Community Fire Department Fund
Schedule of Revenues, Expenditures and Changes In Fund Balance - Continued
Budget and Actual
Year Ended February 28, 2006
With Comparative Actual Amounts For Year Ended February 28, 2005

FINAL ACTUAL
BUDGET 2006 2005
EXPENDITURES - Continued
Public Safety - Continued
Fire Protection - Continued
Education and Training $ 1,000 % 3120 % 275
Capital Outlay 15,000 44,790 65,132
TOTAL EXFENDITURES 5 63875 § 100,898 % 105,177
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 5 5003 % 1,797 % 11,554
OTHER FINANCING SOURCES (USES)
Operating Transfers In
From Primary Government $ 5224 % 5506 % 5,222
Principal Payments of Capital Lease (3,348) (7,848) (7,474)
Interest Payments (1,593) (493) (867)
Write-Off of Old Accounts
Receivable-Hartwick Township - {3,635) -
Excess (Deficiency)} of Revenues
Over Expenditures and Other )
Sources (Uses) 3 5284 % (4673) $ 8,435
FUND BALANCE - Beginning of Year 70,450 70,450 62,015

FUND BALANCE - End of Year 9 75,734  § 65777 $ 70,450
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VILLAGE OF MARION, MICHIGAN

Downtown Development Authority Fund

Comparative Balance Sheet
February 28, 2006

ASSETS
Cash

TOTAL ASSETS

LIABILITIES AND FUND BALANCE

LIABILITIES

FUND BALANCE
Unreserved

TOTAL LIABILITIES AND FUND BALANCE

-70-

2006 2005
68,859 85,600
68,859 85,600
68,859 85,600
68,859 85,600




VILLAGE OF MARICN, MICHIGAN
Downtown Development Authority Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance

Budget and Actual
Year Ended February 28, 2006 With Comparative Actual Amounts For Year Ended February 28,2005

REVENUES
Current Properly Taxes
Marion Township
Rent
Refund of Jenkins Property Taxes
Utility Reimbursement
Donations
Interest

TOTAL REVENUES

EXPENDITURES
Independent Audit and Accounting
Projects Director
Professional Services
Qffice Supplies
Printing & Publishing
Utilities
Property Taxes
Repairs and Maintenance
Insurance
Community Promotion
Capital Outlay:
Contingencies
Parking Lot
Sible Building
TOTAL EXPENDITURES
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Operating Transfers From (T o}
Primary Government
Current Property Taxes
Loan Proceeds
Loan Principal
Loan Interest
Loan Costs

EXCESS OF REVENUES OVER (UNDER})
EXPENDITURES AND OTHER SOURCES
(USES)

FUND BALANCE - Beginning of Year

FUND BALANCE - End of Year

FINAL ACTUAL

BUDGET 2006 2005
12,000 % 12,247 $ 11,886
3,600 3,225 600
- 1,396 -
- 738 -
- - 20
- 1 577
15600 § 17,607 $ 13,083
- % 800 - 500
3,000 3,000 3,250
1,500 - 75
500 182 125
- 90 56
3,600 3,980 2,195
- 330 -
- 569 -
- 447 -
- - 5,670
10,230 - -
- - 25,369
80,000 27,988 93,356
98,830 % 37,386 $ 130,596
(83,230) § (19,779) % {(117,513)
28,450 24,058 26,725
- 80,000
(8,000) (16,000) -
(5,245) (5,020) (280)
- - {520)
(68,025) $ (16,741} % (11,588)
85,600 85,600 97,188
17,575 % 68,859 $ 85,600




VILLAGE OF MARION, MICHIGAN
Marion Public Library Fund
Comparative Balance Sheet
February 28, 2006

20086 2005
ASSETS
Cash $ 257,977 274,278
Due From Other Governments
Contribution From Local Units 1,388 2,246
TOTAL ASSETS 3 259,365 276,524
LIABILITIES AND FUND BALANCE
LIABILITIES
Accounts Payable $ 290 54
Payroll Tax Withholdings Payable - 294
Retirement Payable - 32
TOTAL LIABILITIES $ 290 380
FUND BALANCE
Unreserved 259,075 276,144
TOTAL LIABILITIES AND FUND BALANCE $ 259,365 276,524
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VILLAGE OF MARION, MICHIGAN

Marion Public Library Fund

Schedule of Revenues, Expenditures and Changes In Fund Balance

With Comparative Actual Amounts For Year Ended February 28, 2005

REVENUES

Taxes
Current Tax Levy
Single Business Tax
State Grants
State Aid
Penal Fines
Contribution From Local Units
Charges For Services
Copy, Fax and Postage Fees
Book Sales
Fines and Forfeits
Book Fines
Interest and Rents
Interest
Other Revenue
Qil Royalties
Contributions and Donations

Budget and Actual
Year Ended February 28, 2006

Childrens Section Improvement -

Miscellaneous

TOTAL REVENUES

EXPENDITURES

Recreation and Culture
Salaries and Wages
Social Security and Medicare
Retirement
Unemployment
Workmen's Compensation
Life and Health Insurance
Office Supplies
Periodicals and Subscriptions

Independent Audit and Accounting

Memberships and Dues
Communications

Contracted Services-Library Automation

FINAL - . ACTUAL
BUDGET 2008 2005
3 10,500 $ 11,011 b ] 10,3567
619 619 -
3,600 3,262 5,364
34,000 35,085 31,778
2,500 2,990 2,990
440 618 635
300 536 470
350 341 302
1,000 7.332 2,121
1,400 2,350 1,325
100 80 170,066
506 -
50 - 108
b 54859 % 64,740 3 225,516
3 26,000 b ] 25,267 $ 23.782
1,962 1,588 1,464
650 579 548
175 - -
70 - -
13,200 13,864 12,600
1,000 771 661
500 413 503
2,000 3,000 2,000
1,850 1,813 2,727
500 755 426
1,800 - 1,774
-Continued —
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VILLAGE OF MARION, MICHIGAN
Marion Public Library Fund

Schedule of Revenues, Expenditures and Changes In Fund Balance - Continued

Budget and Actual
Year Ended February 28, 2006
With Comparative Actual Amounts For Year Ended February 28, 2005

EXPENDITURES - Continued
Recreation and Cuiture - Continued
Insurance
Utilities
Repair and Maintenance
Education and Training
Administrative Fees
Donation Fund Expense
Customer Books
Printing and Publishing
Childrens Programs
Capital Outiay
Equipment
Books
Building

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

FUND BALANCE - Beginning of Year

FUND BALANCE - End of Year

FINAL ACTUAL
BUDGET 2006 ~ 2005
$ 5500 % 4664 % 5,454
3,000 3,199 2,173
2,200 2,692 4,573
200 132 73
1,500 1,500 1,500
125 1,560 1,071
300 - -
- - 5
200 68 323
3,000 3,215 3,349
5,500 5,998 5,872
13,500 10,731 -
$ 84,732 S 81,809 $ 70,878
(29,873) (17,069) 154,638
276,144 276,144 121,506
$ 246,271 % 259.075 % 276,144
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/] ILSON,

N(HARRAR &
REEZE. PC. Certified Public Accountants

August 30, 2006

To The President and Village Council
Village of Marion, Michigan

During the course of my audit of the books and accounts of the Village of Marion, Michigan, for
the vear ended February 28, 2006, I noted the following items which I feel should be
incorporated into future management and record kecping requirements of the municipality:

1. Budgetary Control
The State of Michigan Budgeting Act #621 has not been followed. The Local Street Fund
and 2002 Debt Retirement Fund had expenditures in exccss of appropriations., The
Scwage Disposal System and Marion Community Fire Department had expenditures in
excess of appropriations. In the [uture, the budget should be amended prior to approving
items for pavment that would otherwise cxceed the budgeted amounts.

2. Deposits and Investments
At times during the vecar excess funds were being carricd in checking accounts,
Transfers should be made to interest bearing investments for monies not needed for
current expenditures, Also, the Village had investments that were not covered by {ederal
depository insurance. An cfforl should be made to reallocate investments to maintain
Insurance coverage,

3. Overall Financial Condition
During the vear the General Fund Balance decreased by $99.602 from $237,295 at
February 28, 2005 to $137.693 at February 28, 2006. $30,000 of the decrease was an
operating transfer to thce Local Street Fund to subsidize current and future street
operations.

I wish to cxpress my appreciation in allowing us to conduct the Village audit and for the
cooperation and courtesy exiended by the various Village employvees during the course of our
examinallon. If vou have any questions relative 1o the preceding comments and
recommendations or other areas of your annual audit, plcase do not hesitate to contact me.

-

o Artrcl /Z{f/a—,,ﬁ e

Richard J. Witsof, CPA

P.O. Box 444 B 5201 S. Mission W Mt Pleasant, Michigan 48804-0444 B {989) 773-6443 B Fax (989) 773-4932
P.O. Box 788 W 425 N. First Street B Suite 102 B Harrison, Michigan 48625 B {989) 539-2620



